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NATURAL BUSINESS YEAR COUNCIL
13 EAST 41st STREET, NEW YORK, N. Y.
W. G BATCHELDER, Vice-President and Treasurer
National Credit Office
CHARLES B. COUCHMAN, Past President
American Institute of Accountants

ALVIN E. DODD, President
American Management Association

HENRY H. HEIMANN
Executive Manager, National
Association of Credit Men

CHRIS M. SMITS, Vice-President
Continental Illinois National Bank and
Trust Company of Chicago
WILLIAM WALKER ORR, Secretary
New York Credit Men's Association

Chairman

WILLIAM R. DONALDSON,
Director In Charge of Research
National Association of Cost Accountants

JOSEPH RUBANOW, Vice-President
Manufacturers Trust Company, New York

STUART C. McLEOD, Secretary
National Association of Cost Accountants

WILLIAM S. SWINGLE, Vice-President
National Foreign Trade Council, Inc.

ROBERT H. MONTGOMERY, Past President
American Institute of Accountants

ALEXANDER WALL, Secretary and Treasurer
Robert Morris Associates

Dear Sir:
We note from a corporation report published in current financial
news columns that your company conducts its accounting operations on a
natural fiscal year basis, rather than on the calendar year basis.

The Natural Business Year Council, with the active cooperation of
the American Institute of Accountants, Dun & Bradstreet, National As
sociation of Cost Accountants, National Association of Credit Men,
Robert Morris Associates and others, is bringing to the attention of
business executives and their legal counsel the advantages of a natural
business year.

There is no evidence more convincing than the testimony of a rank
ing executive in a successful company which keeps its accounts and makes
its annual, semi-annual or quarterly reports on a natural business year
basis.

Recognizing the value of such first-hand evidence, we write this
letter to ask you if, at your early convenience, you will be good
enough to tell us about your own experience with the natural business
year accounting basis.

Of course, we realize there are certain businesses in which the
calendar year is the natural and right one. But there are relatively
few such companies. The large majority of companies now operating on
the calendar year should, for increased efficiency and for more accur
ately representative company reports, adopt the natural fiscal year.

Such information as you decide to give us will be used in a con
structive way to inform the executives of other companies who have ex
pressed interest in the natural business year proposal, or who are
among the companies we plan to approach direct from this office or
through our local Natural Business Year Council committees.
Very truly yours,
Frank A. Gale
mws

For the
Natural Business Year Council
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May 10, 1940

To the Members of the
Natural Business Year Council-

Gentlemen:
With this note, you will receive copy of

the April issue of American Business, in which is
published an article on the natural business year.

The article starts in page 19.

This publicity is the result of information
given to the editor of American Business by this
office.

We have received and answered a number of

requests for natural business year information from

business executives who have read this article.

Sincerely yours,
Frank A. Gale
For the Council

NATURAL BUSINESS YEAR COUNCIL

13 East 41st Street, New York, New York

Tentative List of Suggested Fiscal Closing Dates
(The following dates, indicated as those at which it appears
desirable for various types of business to close their accounts for
the fiscal year, are based on a survey of present practice including
correspondence with representative companies and trade associations;
returns from questionnaires to certified public accountants; a study
of the natural business year by the University of Illinois; a study
of seasonal fluctuations in business by the Bureau of Economic Re
search; and, in some cases, on the fiscal year bulletins issued by
Dun and Bradstreet.
Some of the dates listed are open to debate, but all are based
on reasonably convincing evidence.
In many cases it is now impos
sible to do more than indicate a season at which the fiscal year
should end.
Often a date a month earlier or later than the one in
dicated would be equally suitable.
It should be borne in mind that peculiar conditions in individual
companies might make desirable a departure from the generally recom
mended date in that line of business.
Criticism of any of these suggested dates will be welcome and
will assist in the publication of a final and authoritative list.)

Trade or Industry

Closing Date
Last dry of:

March
Advertising, outdoor
July
Advertising agencies
Sept.
Aeronautical supplies
-mfr.
Air transportation
April
companies
Aircraft - mfr.
November
Airports
April
Automobiles - mfr.
Sept. 30
Automobiles - retail
November
Automotive accessories
mfr.
July 31 or Aug 31
Automotive accessories
-wholesale
January
Awnings and sunshades
-mfr.
August
Bags, burlap & buck
ram - mfr.
February
Bakeries
June
Barber shop and beauty
parlor supp. - mfr.
Sept.
Batteries, electrical
-mfr.
June
Beverages, non
alcoholic - mfr.
September
Blankets - mfr.
February
Books - publishing
June

Trade or Industry

Closing Date
Last day of:

Books, school &
college-publishing
June
Books - retail
June
Breweries
Sept.
Bricks - mfr.
March
Brokers
November
Brooms & Brushes
-mfr.
June
Brush fibres - mfr.
May
Building contractors
February
Buttons - mfr.
June
Candy - mfr.
April
Candy-wholesale
July
Canning
Mar. to May
Canner’s equip. - mfr. September
Canvas goods - mfr.
November
Cemeteries
March
Charitable institu
tions
May or Nov.
Clay and stone pro
ducts - mfr.
October
Cleaning & Dyeing
establishments
November
Clothing, men’s January
retail
Clothing, workJuly
mfr.

Tentative List of Suggested Fiscal Closing Dates

Trade or Industry

Closing Date
Last Day of:

June
Club, women’s
Mar. to April
Coal - mining
May
Coal - retail.
April
Coal - wholesale
May
Coffee merchants
June
Colleges
Containers, paper
April
- mfr.
February
Contractors, Genl.
June
Copper products - mfr.
Sept.
Cordage - mfr.
Corsets and
December
brassiers - mfr.
Corsets and
July
brassieres - retail
Cotton compresses
July
June
Cotton gins
March
Cotton plantations
July
Cotton merchants
Sept.
Cotton goods, finished
- mfr.
Cotton seed crushers
June
-mfr.
Cottonseed oil
June 30
producing and
refiners of
(Alternate July 31)
(Extreme southern
sections) - April 30 or May 31
Crockery and glass
January
ware - mfr.
Dairy & produce
Feb. or Mar.
companies
Department Stores
Jan. 31
Dried fruits - pack
May
ing
Sept.
Drugs - retail
Drugs - wholesale
June
Dry goods - retail
January
Dry goods - whlse
Dec. 31
(Alternate Nov. 30)
Elastic webbing - mfr.
June
Electrical appliances
retail
June
Engines, gasoline
Sept.
-mfr.
Sept.
Engines, marine - mfr.
Farm equipment - mfr.
Oct. 31
May to June
Feed - mfr.
May to June
Fertilizer - mfr.
Sept.
Filling Stations
Fisheries
April
Florists - retail
Sept.

Trade or Industry

Page Two

Closing Date
Last day of:

March 31
through June 30
Foundries & Machine
January
shops
Fraternal organiza
August
tions
Fruit and Vegetable
June
brokers
March
Fur - mfr.
Fur coat - mfg.
January 31
(Alternate Feb. 28)
January
Fur merchants
November
Furniture - mfr.
Furniture - retail
June
Garages
Sept.
Garments, silk - mfr .
November
Gasoline, refining
October
General Merchandise
- retail
January
Gift shops
May
Glass - mfr.
June
Gloves - mfr.
November
Grain dealers
June
Grain, mills &
May to June
elevators
Groceries - retail
June
Groceries - whlse.
June
Hairpins - mfg.
May
Hardware - mfg.
June
Harvesting mach.
Aug. or Sept.
Hatcheries, chicken
June
Hats - mfg.
October
Women’s trimmed mfg.
May 31 or Nov. 30
Hosiery - mfg.
November
Hotels, residential
June
Hotels, resort
Last month
(Closed part time)
of season
Hotels, transient or Various mos.
all-year resort
except Dec.
Hunting & fishing
clubs
February
Ice, artificial - mfg.
October
Insecticides - mfr.
October
Jewelers - mfg. &
silversmiths
Nov. or Mar.
Jewelry & silverware,
wholesale
Feb. - March
Jewelry & silverware,
Feb. 28
retail
(Alternate Jan. 31)
Jute - Mfg.
August
Laundries
June
Flour - milling

Tentative List of Suggested Fiscal Closing Dates

Trade or Industry

Closing Date
Last day of:

Laundry equipment
-mfg.
Leather - mfg.
Leather - artificial
-mfg.
Leather goods - retail.
Licorice - mfg.
Lime - production
Linens - mfg.
Luggage - retail
Lumber products - mfg.
Mail order houses
Marine contractors
Mattresses - mfg.
Meat, packing
Millinery - retail
Motion pictures,
production
Motors, drills, etc.
electrical - mfr.
Music - retail
Musical instruments
- retail
Newspapers
Office buildings
Office equipment - mfg.
Office supplies retail
Oil, production
Oil field waste &
salt water disposal
Oil well drilling
contractors
Oil well supplies
Orange groves
Pads, cotton & sisal
-mfg.
Paints and varnishes
- mfg.
Paper - mfr.
Paper - wholesale
Paper novelties - mfg.
Paving contractors
Photographers
Pickled products,
packers
Plows & Planters mfg.
Plumbers materials
- wholesale
Pneumatic machinery
- mfg.
Pottery - mfg.

July
October

October
January
November
November
October
October
October
January
February
July
October
June

August
Sept.
January
June
August
May
June
May
June

November
July
December
September

November
November
April
June
April
March
April

March

June

February
April
June

Trade or Industry
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Closing Date
Last day of:

Poultry farms
Sept.
Poultry supplies
-mfg.
November
Printing equipment,
-mfg.
August
Radio - mfg. (home sets)
March 31
Radio - retail
March
Radio - wholesale
January
Railroads, street &
interurban
June
Railroad equipment
March
mfg.
Ready-to-wear, ladies
January
- retail
Real estate Sept.
agencies
Real estate holding
Sept.
companies
Refrigerating equip
ment - mfg.
Sept. to Oct
Restaurants
June
Rice, milling
June - July
November
Roads machinery
Roofing & waterproof
paper mfg.
June
Rubber goods - mfg.
October
Rubber tires - mfg.
October
Rugs & carpet - mfg.
June
Saddleries
May
Salt - mfg.
June
Schools, private
June or
August
Screens, etc. mfg.
June
Securities Exchange
Sept.
Seeds, wholesale &
retail
June
Sewerpipe, mfg.
October
Sheet metal - mfg.
March
Shipbuilding
June
Ship lines
Sept.
Shoes, mfg.
Nov. 30
(Alternate Oct. 31)
Silk & rayon - mfg.
May
Snapfastners - mfg.
June
Soap - mfg.
June
Socks - infants - mfg.
July
Soda fountain equip
ment - mfg.
Sept.
Sporting goods - mfg.
October
Stationery - retail
June
Steel & iron products
- mfg.
June
Store fixtures - mfg.
Sept.

Tentative List of Suggested Fiscal Closing Dates
Trade or Industry

Closing Date
Last day of:

Stoves & Furnaces
June
- mfg.
March
Sugar, beet - mfg.
Sept.
Sugar, cane - mfg.
Sept.
Sugar, refining
Sugar cane mill equip
June
ment - mfg.
March
Sulphur, refining
September
Textile, cotton - mfg.
June
Theatres, legitimate
Theatre building
June
ownership
Sept.
Tiles - mfg.
February
Tobacco - mfg.
November
Tobacco, plantations
May
Tobacco, warehouses
September
Toys, mfg.
Toys, retail
January
October
Underwear, knit - mfg.
Wall paper - wholesale June
Warehouses, cold
March
storage
March
Wharfs
June
Wire & fencing - mfg.
Wiring devices
electrical
April
Oct. - Nov.
Woolens, mfg.
Wrapping supplies,
January
wholesale
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NATURAL BUSINESS YEAR COUNCIL
13 East 41st Street, New York, N. Y.

For Release:

December 13, 1939

December 12, 1939

Note to Editor:

William R. Donaldson of New York, partner in the accounting

firm of Miller, Donaldson and Company, was elected chairman of the

Natural Business Year Council, at a meeting held tonight (TU) at

the Union League Club, New York.
Mr. Donaldson succeeds Henry H. Heimann, executive
manager of the National Association of Credit Men, who held the

chairmanship of the Council since its formation four years ago, and
under whose leadership the national campaign to promote use of the
natural fiscal year in the keeping of corporation accounts and the

preparation of financial statements was launched in 1935.

Mr. Donaldson, widely known in the accounting profession,
is director in charge of research of the National Association of
Cost Accountants and is a member of the special committee on

cooperation with stock exchanges of the American Institute of

Accountants.

He served last year as a member of the special

committee on cooperation with the Securities and Exchange

Commission of the American Institute.

The Natural Business Year Council is a national group
representatives of
whose membership is made up of/the National Association of
Credit Men, Robert Morris Associates, National Association of

Cost Accountants, American Management Association, National Office
Management Association and American Institute of Accountants.

The members of the Council, in addition to Mr. Heimann

-2-

and the newly-elected chairman, are W. C. Batchelder of New York,
vice-president and treasurer of the National Credit Office; Charles
B. Couchman and Col. Robert H. Montgomery, both of New York, past

presidents of the American Institute of Accountants; Alvin E. Dodd

of New York, president of the American Management Association; Dr.
Stuart C. McLeod, secretary of the National Association of Cost
Accountants; A. J. McCrickard, president of New York Chapter of the

National Office Management Association; William Walker Orr, secretary

of the New York Credit Men’s Association; Francis E. Ross of Detroit,
chairman of the special committee on natural business year of the

American Institute of Accountants; Joseph Rubanow, vice-president of

the Manufacturers Trust Company; Chris M. Smits, vice-president,
Continental Illinois National Bank and Trust Company of Chicago;

William S. Swingle, vice-president of the National Foreign Trade
Council, Inc., and Alexander Wall of Philadelphia, secretary and
treasurer of the Robert Morris Associates.
The meeting tonight was held for the purpose of discussing

plans for development of the natural business year campaign in 1940.

The purpose of the campaign is to bring to the attention of business

and industrial executives the advantage of keeping the accounts and
preparing the financial statements of their companies on the basis

of natural fiscal years rather than on the basis of the calendar

year.

(Note to Editor:

Please see attached statement by Henry

H. Heimann, retiring chairman of the Natural Business Year Council.)

#

NATURAL BUSINESS YEAR COUNCIL
13 East 41st Street, New York, N. Y.

For Release:

WEDNESDAY, December 13

December 12, 1939
Note to Editor:

Given below is text of a statement to be made tonight (TU)
by Henry H. Heimann, executive manager of the National Association of
Credit Men, at a meeting of the Natural Business Year Council to be
held at the Union League Club, New York. Mr. Heimann is chairman of
the Council.
The Council, formed for the purpose of promoting the use of
the natural fiscal year by corporations in the keeping of their ac
counts and preparation of their annual statements, is made up of
representatives of the National Association of Credit Men, Robert
Morris Associates, American Management Association, National Asso
ciation of Cost Accountants, New York Credit Men’s Association,
National Office Management Association and the American Institute of
Accountants.

Natural Business Year Council
*

Mr. Heimann’s statement:
"American business and industry are coming to the end of

another calendar year with thousands of companies rushing to close

their books of account in the holiday and post-holiday seasons when
they should be closing them at other times of the year.

"Misunderstanding of Federal income tax requirements is

keeping the majority of American corporations on an accounting basis
measured by the calendar year ending on December 31st when they

should be taking advantage of low inventories, receivables and
liabilities which occur at the end of their true natural years.

"Prior to 1909, almost all companies in this country were
on the natural business year basis.

In that year, the first

corporation tax law was passed in Washington, with one of its

requirements being that all companies must report on the basis of the

-2-

calendar year.

In 1913, the first Federal income tax law removed

this requirement, but many executives still labor under the belief
that they must report as of the calendar year.

This is not true.

"There are many lines of business and industry using the

calendar year in their accounting for which natural business years

are recommended in reports of the research and statistical division

of Dun and Bradstreet and in publications of the Natural Business
Year Council.

These industries, together with dates recommended for

the closing of their natural fiscal years include newspapers, August
31; automobile manufacturers, September 30; air transportation

companies, April. 30; shoe manufacturers, November 30, with October

31 as an alternate closing date; breweries, September 30; candy
manufacturers, April 30; manufacturers of non-alcoholic beverages,
September 30; radio manufacturers (home sets), March 31; dairy

products, February 28 or March 31; automobile dealers, October 31;
dry goods wholesalers, December 31, with November 30 as an alternate

date; jewelry retailers, February 28 or January 31.

’’The natural fiscal year of an enterprise is that period of

twelve consecutive months which ends when the business activities of
that enterprise have reached the lowest point in their annual cycle;
in other words, when inventories, receivables and liabilities are at

their lowest points.

’’The use of the natural fiscal year by listed companies is

approved by the sub-committee on independent audits and audit procedure

of the committee on stock list of the New York Stock Exchange.

In

addition, the committee on industrial practices of the National
Association of Manufacturers has publicly endorsed the use of the
natural fiscal year by corporations.

’’Many well known American companies have changed to the

-3natural fiscal year in the keeping of their accounts.

These include

the International Harvester Company, L. C. Smith Corona Typewriters,
American Agricultural Chemical Company, West Virginia Pulp and Paper

Company, Virginia-Carolina Chemical Corporation, Liquid Carbonic

Corporation, International Shoe Corporation, Canada Dry Ginger

Ale,

Nash-Kelvinator, Vick Chemical Company, Firestone Tire and Rubber
Company, Parker Pen Company, Armour and Company, Swift and Company,

the A. 0. Smith Corporation, Continental Motors Corporation, CubanAmerican Sugar Company, Devoe and Raynolds Company, United States
Leather Company, Consumers Steel Products Corporation, Manhattan

Shirt Company, Atlas Imperial Diesel Engine Company, Aviation

Corporation, Endicott Johnson Corporation; Sears, Roebuck and Company,
Montgomery Ward and Company, R. H. Macy and Company, Mergenthaler

Linotype Company, Douglas Aircraft Company and General Finance
Corporation.

"Reports of the Treasury Department show that more the
12,000 American corporations have changed from the calendar to the

natural fiscal year basis of accounting since June, 1935.

There are

many thousands of companies which should make this change on the

grounds of efficiency and of securing for their executives a clearer
picture of company operations for a true fiscal year instead of an

arbitrarily selected calendar year.
"There is an opportunity for members of the bar advising

the founders of new companies and for executives of trade associations

in their correspondence with individual members and member companies
to point out the advantages of selecting a natural fiscal year as the
accounting period.

’’The rush of buyers into stores and the great movements of
men and women traveling by train, steamer and plane at holiday time

are not the only holiday rushes.

Another is the concentrated effort

of executives, staff and accountants to close the books and prepare
the financial statements at the cal
endar year’s closing.

We do not

want to halt the rush of buyers and the travelers, but efficiency
and good management demand that executives do all they can to close

their companies’ books of account when things are

quiet, when the

rush is over and, as I have said before, when inventories, receivables

and liabilities are at their lowest.”

#

Natural Business Year Council
13 East 41st Street
New York, New York

Meeting of the Council
Union League Club, New York
Tuesday, December 12, 1939

To the Chairman and Members
of the
Natural Business Year Council:

Presented to you herewith is a general memorandum which includes
(a) summary of recent natural business year developments and (b) sev
eral proposals for the attention of and action by the Council.

Frank A. Gale
For the Council
*

*

*

*

*

1. ENDORSEMENT The committee on industrial practices of the
National Association of Manufacturers has approved the natural busi
ness year proposal and, in a communication received by all member
firms, urges use of the natural business year "wherever possible”.
2. ENDORSEMENT The sub-committec on independent audits and
audit procedure of the committee on stock list of the New York Stock
Exchange has approved the use of the natural business year by listed
companies.

3. CHANGES Compilation of Treasury Department monthly reports
shows there were 12,691 changes from the calendar year to the natural
business year from June, 1936, to October, 1939. These reported
changes include 7,916 corporations, 912 partnerships and 3,863 in
dividuals.
4.
LARGER COMMITTEE The special committee on natural business
year of the American Institute of Accountants has been enlarged to
include at least one representative of each state.
In most cases,
the members of this committee are chairmen of similar committees in
state societies of certified public accountants.
5.
SOCIETY COMMITTEES The number of committees on natural
business year in the various state societies of certified public ac
countants now totals 36.
Continued effort is being made to secure
the appointment of such a committee for each state society.

6.
SPECIAL ARTICLE The editor of the official publication of
the National Office Management Association has requested the office
of the Council to prepare an article on the natural business year
from the viewpoint of the office manager’s interest. When this
article is published, at least one of the Natural Business Year
Council pamphlets will be enclosed with copies of the publication
when it is mailed to N.O.M.A. members.

*

7. NEW MEMBERS The recent mail ballot taken on the question as
to whether the (a) present chairman and succeeding chairmen of the
special committee on natural business year of the American Institute
of Accountants and (b) the National Office Management Association be
invited to accept membership on the Council resulted in a unanimous
"aye” vote.
Proper notices have been sent to the present chairman
of the American Institute committee and to the secretary of the
N.O.M.A.
8. BULLETINS Dun and Bradstreet, through Mr. Walter Mitchell
of the division of research and statistics, continues to cooperate
with the Council by publishing special bulletins suggesting closing
dates for specific industries. Fields covered in bulletins published
so far are fur coat manufacture, radio manufacture, women’s trimmed
hats manufacture, farm equipment manufacture, department stores,
shoe manufacture, flour millers, dry goods wholesalers, producers of
crude cotton-seed oil and refiners of cotton-seed oil; jewelry re
tailers, furniture manufacture; paint, varnish and lacquer manufacture
hosiery manufacture, men’s work clothing manufacture, women’s coat and
suit manufacture and cotton textile weaving.
9.
DISCUSSIONS BY ACCOUNTANTS The Council office has taken ad
vantage of every opportunity to include the natural business year as a
subject to be discussed at meetings of accounting groups. This sub
ject was included in the Eastern Four States Accounting Conference in
Atlantic City; the first accounting clinic of Harrisburg chapter of
the Pennsylvania Institute of Certified Public Accountants; the first
accounting clinic of the Indiana Association of Certified Public Ac
countants.
The Council office also cooperated with the Controllers
Institute of America in presentation of the natural business year as
a subject at the recent meeting of the Controllers Institute in New
York.

10. MAILINGS With the cooperation of the American Institute of
Accountants, the Dun and. Bradstreet bulletins are mailed to a large
number of practising accountants. More than one thousand of these
receive each bulletin.
The bulletin also is included in each set of
natural business year information mailed out in response to inquiries.

11.
MAILINGS There is a steady flow of requests from accoun
tants and others for information about the natural business year. The
daily average of these requests is three.
In the last several weeks
there has been a marked increase in the number of inquiries, owing to
a reference to the natural business year written by the Council chair
man for inclusion in the November monthly business letter of the
National Association of Credit Men.
So far, the Council office has
received and answered 213 letters sent in as a result of the Chair
man’s suggestion that members of the N.A.C.M. ask for information.
These letter's represent correspondents in 33 states.
Several letters
were received from the District of Columbia and two came from Canada.
12.
MAILINGS The Council office has mailed out a total of
168,249 pieces of natural business year literature since the begin
ning of the natural business year campaign in 1935 up to and including
December 7, 1939. Mailings range from single sets for individual in
quirers, to large numbers of sets sent to accounting groups, teachers
and student groups.

NATURAL BUSINESS YEAR COUNCIL

Meeting of December 12, 1939

Proposal
That the Council authorize the acting secretary, in de

veloping the campaign in 1940, to concentrate on approaches to com
panies and to trade, banking and legal groups within the various

states - with the cooperation of representatives of the National

Association of Credit Men, National Association of Cost Accountants

and Robert Morris Associates, and of the natural business year com
mittees of the American Institute of Accountants and of the state
societies of certified public accountants - rather than attempt in

the coming year to concentrate upon individual industries.
(This proposal is made for the reason that the new

situation with respect to an increased number of state
society committees and enlargement of the American In

stitute committee makes it possible to make great pro

gress in the individual states.

Inquiries received day

by day at the Council office indicate wide interest in

the natural business year on the parts of individual

companies in all parts of the country.

We have received

no communiccations from national trade groups representing

industries.)

NATURAL BUSINESS YEAR COUNCIL

December 12, 1939

Proposal
That the Natural Business Year Council authorize the

appointment by the Chairman of a small operations committee

which could be in frequent touch with the Council office and
work with the acting secretary in formulating and carrying out

plans for the natural business year campaign in 1940.

If approved, those appointed by the chairman were
Messrs.

NATURAL BUSINESS YEAR COUNCIL

Meeting of December 12, 1939

Proposal

That the Council approve a series of natural business
year meetings or "rallies” to be held in important business centers

for the purpose of (a) presenting natural business year information

to large groups of executives and business men generally and (b) to
secure local, state and perhaps national publicity for the natural

business year.
The meetings would be held under the joint sponsorship

of local groups of the National Association of Credit Men, National
Association of Cost Accountants, National Office Management As
sociation and the Robert Morris Associates, and the committees on

natural business year of the American Institute of Accountants and
individual state societies of certified public accountants.
Speakers at these meetings could include representatives

of the Council and of the cooperating groups, an outstanding banker

and an executive of a well known company using the natural business
year.

Suggested place for first meeting:

Suggested date for first meeting:

New York
February, March or

May, 1940
Suggested speakers:
Dr. Jules I. Bogen, editor of the
New York Journal of Commerce; John Haskell, vice-president of the
New York Stock Exchange; William W. Werntz, chief accountant of the
S.E.C.

NATURAL BUSINESS YEAR COUNCIL

Meeting of December 12, 1939

For the Information of the Council:

Attached to this note is material
which was mailed early in November by Weil, McKey,

Pearson and Company, bonkers, 39 Broadway, to their
clients.

This is an interesting example of
promotion of natural business year by an interested
banking firm.

Frank A. Gale
For the Council
MWS

NATURAL BUSINESS YEAR COUNCIL
13 East 41st Street, New York, N. y.

for
for

release:
release.

DECEMBER 13, 1939
------------

December 12, 1939

Note to Editor:
Please substitute this news memorandum for one sent to you
earlier today (TU) in connection with expected election of William R.
Donaldson as chairman of the Natural Business Year Council at its
meeting tonight (TU).
Natural Business Year Council
*
*
*
*

William R. Donaldson of New York, formerly Deputy Comptroller

of

the city of New York; member of the Bar and partner in the accounting

firm of Miller, Donaldson and Company, was elected chairman of the
Natural Business Year Council at a meeting held tonight (Dec.12) at

the Union League Club, New York.
Mr. Donaldson succeeds Henry H. Heimann of New York,

executive manager of the National Association of Credit Men, who held

the chairmanship of the Council since its formation four years ago, and
under whose leadership the national campaign to promote the use of the

natural fiscal year in the keeping of corporation reports and in the
preparation of financial statements was launched in 1935.

Mr. Donaldson is director in charge of research of the
National Association of Cost Accountants and is a member of the special
committee on cooperation with stock exchanges of the American Institute

of Accountants.

He is a director and former secretary of the New York

State Society of Certified Public Accountants.
The Natural Business Year Council is a national

group

whose

membership is made up of representatives of the National Association of

Credit Men, Robert Morris Associates, National Association of Cost

Accountants, American Management Association, National Office

Management Association and American Institute of Accountants.
The members of the Council, in addition to Mr. Heimann
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W. C. BATCHELDER, Vice-President and Treasurer
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CHARLES B. COUCHMAN, Past President
American Institute of Accountants

ALVIN E. DODD, President
American Management Association

HENRY H. HEIMANN
Executive Manager, National
Association of Credit Men

CHRIS M. SMITS, Vice-President
Continental Illinois National Bank and
Trust Company of Chicago
WILLIAM WALKER ORR, Secretary
New York Credit Men's Association

Chairman
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December 6, 1939

To the Members of the Natural
Business Year Council -

Gentlemen:
This is to remind you that the Natural Busi
ness Year Council will hold a meeting starting with
dinner at 6:30 P.M. on the evening of Tuesday, December
12th, at the Union League Club here.

You will be interested to know that, in the
recent mail ballot with respect to the proposed in
vitation for the chairman of the special committee
on natural business year of the American Institute
of Accountants and the National Office Management As
sociation to accept membership in the Council, the
vote was unanimously in favor of these proposals.
Proper notice to this effect has been sent to Mr.
Francis E. Ross, the present chairman of the American
Institute special committee, and to the secretary of
the National Office Management Association.
Mr. Ross will be with us at the meeting,
and we expect that by that time the National Office
Management Association shall have designated a rep
resentative to attend also.
Sincerely,

Frank A. Gale
mws

For The Natural Business
Year Council

Natural Business Year Council
FEDERAL INCOME TAX INFORMATION
RELATING TO
FISCAL YEAR CHANGES OF CORPORATIONS (*)

Memorandum by Ralph S. Johns, CPA
Past Chairman
Special Committee on Natural Business Year
American Institute of Accountants
Federal income tax provisions relating to fiscal year changes of
corporations are contained in Sections 46 and 47 of the Internal Rev

enue Code, as amended, and Articles 46-1 and 47-1 of Regulations 101.

Application for change in accounting period should be made on Form

1128, which may be obtained from any Collector ’s office.

structions on the back of

this

form

The in

read in part as follows:

An application for a change in accounting period from
calendar year to fiscal year, or fiscal year to calendar
year, or from one fiscal year to another fiscal year. shall
be made in this form and furnished to the Collector for
the taxpayer’s district prior to the expiration of thirty
days from the close of the proposed taxable year.
The
taxpayer, when advised that the application has been ap
proved by the Commissioner, will thereafter keep books
and make returns upon the basis of the new accounting
period. A calendar year means an accounting period of
twelve months ending on December 31, and a fiscal year
means an accounting period of twelve months ending on
the last day of any month other than December.

Information to be supplied by the taxpayer on Form 1128 in

cludes:

(1) dates upon which the books of account were opened and

closed each year for the past four years;

(2) dates upon which the

taxable year began and ended as shown on returns filed for the past
four years; and (3) reasons why the change in accounting period is

desired.

Experience to date indicates that any reasonable request

for change in accounting period will be approved by the Commissioner

of Internal Revenue upon the basis of information supplied by the
taxpayer on Form 1128 without further inquiry

or correspondence.

No Federal income tax return can be made for a period of more
than twelve months.

A separate return for a fractional part of a

-2-

year is therefore required wherever there is a change in the basis
of computing net income from one taxable year to another taxable

year.

The periods to be covered by such separate returns are

stated in Section 47 (a) of the law as follows:

If a taxpayer, with the approval of the Commissioner,
changes the basis of computing net income from fiscal year
to calendar year, a separate return shall be made for the
period between the close of the last fiscal year for which
the return was made and the following December 31.
If the
change is from calendar year to fiscal year, a separate re
turn shall be made for the period between the close of the
last calendar year for which return was made and the date
designated as the close of the fiscal year.
If the change
is from one fiscal year to another fiscal year a separate
return shall be made for the period between the close of the
former fiscal year and the date designated as the close of
the new fiscal year.
The requirements with respect to the filing of a separate re
turn and the payment of tax for part of a year are the same as for

filing of a return and the payment of tax for a full taxable year
closing at the same time, that is, the return must be filed on or

before the 15th day of the third month following the close of the
taxable year.

Corporations filing tax returns for a period of less than
twelve months compute the tax in the same manner as if the return

covered a full year.

However, in computing the excess profits tax,

the adjusted declared value of the corporation’s capital stock, ac

cording to its latest Federal capital stock return, is reduced to
that proportion of the total as the period covered by the tax return

bears to a full year.

(*)

The requirements as to change from calendar to fiscal year

have not been changed in the Revenue Act of 1939.

NATURAL BUSINESS YEAR COUNCIL

Specific Suggestions for Activity by
State Natural Business Year Councils.

December 12, 1935.

1. Meetings of bankers, credit men, business men and
accountants should be arranged to discuss the advantages of the
natural business year.
2. Every member of the state society of certified public
accountants should be requested personally to approach a bank lending
officer, with whom he is personally acquainted, and endeavor to
persuade him to induce applicants for Loans, who now use December
31st as a closing date, to adopt natural business years better suited
to their respective businesses.
The attached list of natural closing
dates in various types of businesses, prepared by the bureau of business
research of the University of Illinois, may be used as a guide in offer
ing suggestions.
(A prominent member of the Robert Morris Associates
has already publicly announced that he has complied with such a request.)

3. Each member of the state society of certified public
accountants should make certain that each of his clients who is using
December 31st as a closing date shall receive a copy of the basic
statement on the natural business year, and when it is feasible
suggest that he change to a natural year.
These efforts should be
reinforced by an approach to the same clients through members of the
associations of bankers, credit men and business men, participating
in the state or city natural business year councils.

4. Every individual accountant should advise the local
council of changes from the calendar year to a natural year, stating
the new closing date and the reasons for its selection.
This
information in turn should be transmitted to the national Natural
Business Year Council, in order that as soon as possible extensive
statistical information may be compiled shewing desirable closing
dates in various types of industry and specific sub-divisions of
industries.
5. Local natural business year councils should make a
direct approach to trade associations whose headquarters are located
in the respective states or cities.
The American Institute of
Accountants will gladly supply lists of names and addresses of such
associations of national or interstate scope located in the several
states when the formation of state councils has been completed.
State
Chambers of Commerce can supply the names and addresses of trade
associations of state or municipal character.

-2-

6. Local councils should request the secretary of state
to give consideration to the advisability of providing each applicant
for a charter or certificate of incorporation with a brief statement
to the effect that closing dates other than December 31st are permis
sible and may be advantageous.

memorandum
Meeting of Natural Business Year Council held
at 1 East 44th Street, New York, at 5 P. M., December 9, 1935,

The following were present:
W. C. Batchelder
Charles B. Couchman
Alvin E. Dodd
Harry Meixell
Robert H. Montgomery
William Walker Orr
Joseph Rubanow
William S. Swingle
Alexander Wall
John L. Carey

Mr. Meixell reported distribution of 40,000
copies of the basic statement on the natural business year,

approved by the council, among certified public accountants,
trade associations and members of the organizations represented

on the council.

He also reported that the president of each

state society had received a special letter from the American
Institute of Accountants requesting that immediate steps be

taken to establish local counterparts of the Natural Business

Year Council.

be

provided

It was suggested that the members of the council

with lists of all presidents of state societies

of certified public accountants, and that they endeavor to

name active members of their own associations in the same cities

who might be expected to co-operate in the local movements.

Mr. Wall reported conferences with officers of
the United State Department of Commerce who he believes were

favorably disposed toward the council’s endeavor to secure wide

spread adoption of natural business years.

-2It was suggested that in local groups which may
be formed to advance the campaign the chairman should be some
one other than an accountant and preferably, if a business man,

one whose own company had adopted a closing date other than
December 31st.

It was proposed that in states containing more
than one large city widely separated from each other a local

group should be formed in each of these places.
It Was agreed that Mr. Meixell serve as secretary
of the Natural Business Year Council, and it was suggested that

at the next meeting consideration be given to the desirability

of electing a permanent chairman.

THE NATURAL BUSINESS YEAR
AS THE

PROPER FISCAL PERIOD
*****

DESPITE ITS GENERAL USE THE CALENDAR YEAR IS NOT
THE NATURAL BUSINESS YEAR FOR THE LARGE
MAJORITY OF AMERICAN BUSINESSES.
*****

Natural Business Year Council, Representing Business Men, Accountants,
Bankers, Credit Men, Trade Associations and Others, Recommends that every
line of Business Enterprise Determine and Adopt the Natural Business Year
Peculiar to its Needs.
*****
To the American Business Man:-

For every branch of industry or commerce there is a Natural Business Year which should
be adopted as its fiscal year.
While the Calendar Year is the Natural Business Year for some businesses, for others a
fiscal year other than the Calendar Year is desirable.

The Natural Business Year, for any particular enterprise and its individual units is that
period of twelve consecutive months which coincides with the annual cycle of operations of
that enterprise. Generally the Natural Business Year will end when the business activities of
the enterprise are at the lowest point in their annual cycle and when inventories, receivables,
and liabilities are reduced to their annual minimum. The natural year-end occurs just before
the beginning of heavy inventory replenishment in preparation for a new season.
The desirability and advantage of the Natural Business Year should be clear to every
one. However because of inertia or misinformation, many business concerns continue to use the
Calendar Year with December thirty-first closings when every consideration of efficiency and
economy demands the adoption of some other twelve-months’ period and a different closing
date.
Adherence to the Calendar Year as the fiscal year, when efficiency and economy clearly
require a Natural Business Year composed of twelve months other than the Calendar Year,
is hardly consistent with sound business management. Consequently those responsible for
the success of any line of business should determine what is the Natural Business Year for their
industry and take steps to bring about its adoption.

Tax Laws No Obstacle to Change
Misinformation as the reason for failure to determine and adopt a Natural Business Year
is understandable but the only piece of misinformation worthy of consideration is that which is

founded on the belief that Federal and State Tax Laws require reports which are based on the
Calendar Year and December thirty-first closings. How fallacious this is can best be established
by quoting as follows from the Federal Income Tax Laws:
Section 41 states: “The net income shall be computed upon the basis of
the taxpayer’s annual accounting period (fiscal year or calendar year, as the
case may be)............ ”

Evidence of the ability to change from one fiscal year to another lies in Section 46 which
reads:

“If a taxpayer changes his accounting period from fiscal year to
calendar year, from calendar year to fiscal year, or from one fiscal
year to another, the net income shall, with the approval of the Com
missioner, be computed on the basis of such new accounting period...”

Data supplied by a large bank in New York City about the first of November, 1935,
showed that in the case of 144 of their customers, representing 64 businesses or phases thereof,
93 used the Calendar Year for their fiscal years, with December thirty-first closings while 51
used a Natural Business Year with the last day thereof for closings. Of the latter, 10 used
June thirtieth; 6 September thirtieth; 6 November thirtieth; 4 each March thirty-first and
October thirty-first; 3 each February twenty-eighth and July thirty-first, etc.
This is added evidence that Federal and State laws do not make obligatory the Calendar
Year for tax purposes. It also shows that many business men have taken advantage of the
use of the Natural Business Year for fiscal purposes, thereby obtaining the benefits and savings
of such orderly procedure.

Advantages to Management
Some may contend that the chief beneficiaries of the wide-spread adoption of the
Natural Business Year, where it differs from the Calendar Year, will be accountants, credit
departments of financial institutions, credit investigating and reporting agencies, and all others
who, because of the overwhelming use by business of December thirty-first closings are subjected
to an avalanche of work and responsibility during the months of January, February and March.
Such a position begs the entire question and can be met most effectively by enumerating in detail
the advantages to management of the Natural Business Year.
INVENTORIES—Inventories taken at the close of a Natural Business Year
(a) Can be taken with least interference with productive activities
(b) Can be taken with greater ease since at the end of a Natural Business
Year the quantity of goods on hand will be lowest and inventory
taking will thus be simplified
(c) Involve less expense since members of the office force are free to
assist, thereby eliminating need for temporary assistants
(d) Reveal true valuations since market prices are more easily determined.

CLOSINGS AND STATEMENTS—Clearly books can be more advantageously closed
on the last day of a Natural Business Year, while financial statements based thereon are far
more informative than those which reveal conditions in the midst of a period of activities because
(a) They reflect the outcome of a complete cycle of operations
(b) They more accurately show the results achieved by commodity sales
and policies initiated at the beginning of the period

(c) The items in the statements can be more quickly, completely and
accurately determined because of the more efficient inventory
taking and because receivables and liabilities are at a minimum.
(d) Such statements will show greatest normal liquidity attainable and
hence serve better for accurate credit ratings.

AUDITS—Since the general adoption of the Natural Business Year will spread the dates
of financial statements through every month of the year instead of crowding them into the first
three months, it is evident that certified public accountants can give more individual attention
to the problems of each client.

CREDIT DETERMINATION—What is true of audits of Natural Business Year
statements by accountants is equally true of the analyses thereof made by credit departments
of financial institutions as well as by the staffs of credit investigating and reporting agencies.
They too can develop more accurate data concerning those who seek credit for the information
of those who grant it if they can base their decisions on more timely and deliberate studies of
Natural Business Year statements which tell correct rather than badly timed and distorted
stories of the conditions of a business.
GUIDING POLICIES—The experiences of a past fiscal year are the basis of determina
tion of policies and practices to be followed during the next fiscal year. Such prudent review
and planning are greatly aided by the use of the Natural Business Year, because
(a) There is more free time for the purpose
(b) Inventories, statements, and reports of auditors, being based on
the proper close of a cycle of operations, make possible statistical
data of far greater value to management than those based on an
unnatural or improper business year
(c) Accountants, under less pressure in making audits, will have better
opportunity to serve clients and be helpful with guiding advice
(d) The banker with the complete and accurate picture of a Natural
Business Year before him can be more deliberate in dealing with
credit requests with resulting benefit to the borrower
(e) A combination of all these factors facilitates and makes far sounder the
preparation and adoption of a budget and work program for a new
Natural Business Year.

Social Security Promoted
The early and wide-spread adoption of the Natural Business Year—which will mean
numerous changes from the Calendar Year and December thirty-first closings and statements—
will be of particular importance and value to employees of accounting firms, credit departments
of financial and commercial institutions, credit investigating and reporting agencies and to the
employees of the bookkeeping and accounting departments of the businesses themselves. They
are thousands in number.
For them the general adoption of the Natural Business Year will bring relief from feverish
activity, long hours of overtime and the deadly grind that now occurs during the early months
of the year.
As a result their employment and earnings will be more regular and stable, thereby
helping to promote social security and general welfare.

Helpful Cooperation Needed
With business management, accountants, financial institutions, credit investigating and
reporting agencies and the officers and employees of all these groups so vitally interested in and
concerned with the helpful results that are bound to flow from a successful campaign for the early
and widespread adoption of the Natural Business Year it is hoped that individually and through
their national, state and local organizations they will all enthusiastically and aggressively assist
the Council in its work.

Respectfully submitted,

NATURAL BUSINESS YEAR COUNCIL
New York, N. Y.
November 25, 1935.
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To Members,
American Institute of Accountants.

Subject: Natural Business Year Campaign

Gentlemen:
Natural Business Year Council has launched a nation
wide campaign to have the American business man determine upon and
adopt as his fiscal year the Natural Business Year best suited to
the requirements of his particular business.
Natural Business Year Week, embracing December 16th to
December 21st, will be the culmination of this year’s drive.
Accountants must be foremost in the attack upon the
problem and their interests are such that they are vitally
concerned.

ways:

You can render tremendous assistance in the following
1 - Direct personal effort with clients pointing out the
faults of an improper fiscal year and establishing the
advantages of the Natural Business Year.

2 - Having clients who are favorably disposed toward a Natural
Business Year urge upon trade associations representing
their respective branches of industry and commerce the
desirability of making the movement an organization matter.

3 - Use your influence in arranging local meetings of certified
public accountants with bankers, credit men, and other
Interested parties for the purpose of considering and
acting upon the Natural Business Year proposal.
As ammunition for the campaign, we are enclosing a pamphlet
entitled The Natural Business Year as the Proper Fiscal Period. You
may have, without charge, sufficient copies to cover your requirements
Please assure us by means of the enclosed card that we can
count upon your help and that you will keep us informed from time to
time regarding progress made and results achieved.

o:r

Yours very truly,
AMERICAN INSTITUTE OF ACCOUNTANTS
John L. Carey
Secretary.

PLACE

STAMP

HERE

NATURAL BUSINESS YEAR COUNCIL
135 CEDAR STREET
NEW YORK, N. Y.

Date....
To NATURAL BUSINESS YEAR COUNCIL:

The undersigned will

.....

aid in the Natural Business Year Campaign.

Please send..
. ... copies of the pamphlet entitled “The Natural Business
Year As the Proper Fiscal Period.”
The advantages of the Natural Business Year will..
be brought to the
attention of the Chambers of Commerce, Boards of Trade and other business organizations of
our state, county and city.
Steps taken and progress made will.

. be reported during the campaign.

(Name)

(Address)

NATURAL BUSINESS YEAR COUNCIL
13 EAST 41st STREET, NEW YORK, N. Y.
W. C. BATCHELDER, Vice-President and Treasurer
National Credit Office

CHARLES B. COUCHMAN, Past President
American Institute of Accountants
ALVIN E. DODD, President
American Management Association

HENRY H. HEIMANN
Executive Manager, National
Association of Credit Men

ROBERT H. MONTGOMERY, Past President
American Institute of Accountants

WILLIAM WALKER ORR, Secretary
New York Credit Men’s Association

Chairman

WILLIAM R. DONALDSON,
Director in Charge of Research
National Association of Cost Accountants

STUART C. McLEOD, Secretary
National Association of Cost Accountants

CHRIS M. SMITS, Vice-President
Continental Illinois National Bank and
Trust Company of Chicago

JOSEPH RUBANOW, Vice-President
Manufacturers Trust Company, New York
WILLIAM S. SWINGLE, Vice-President
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November 3, 1939
ALEXANDER WALL, Secretary and Treasurer
Robert Morris Associates

To the Members of the
Natural Business Year CouncilGentlemen:

The suggestion has been made that the mem
bership of the Natural Business Year Council include
each year the chairman of the special committee on
natural business year of the American Institute of
Accountants.

Also, it has been suggested that the
National Office Management Association, which
includes in its membership men who should be kept
informed of the progress of the natural business
year campaign, be invited to appoint one of its
representatives to serve on the Council.
It would be my own suggestion that both
of these additions would strengthen the work and
bring into Council membership men who are, like
yourselves, interested in promoting the natural
fiscal year.
Will you please use the attached ballot
form in stating whether you favor the election of
these two additions to Council membership? They
will be invited to attend the meeting of the Council
on December 12, if your vote is favorable.

Very truly yours,

Frank A. Gale
WS
M

For the Natural Business
Year Council

Natural Business Year Council

________________ 1939

To the Chairman of the
Natural Business Year Council-

approve ____
1.

election of the present

I
do not approve

chairman and all future chairmen of the committee on natural

business year of the American Institute of Accountants to

membership on the Natural Business Year Council.
approve ____

2.

I

election of a representative
do not approve

of the National Office Management Association to membership on

the Natural Business Year Council.

(Signed) _______________________

Note:

The present chairman of the committee on natural business
year of the American Institute of Accountants is Mr.
Francis E. Ross, Ernst & Ernst, 2000 Buhl Building, Detroit

If the vote on question 2 above is favorable, the National
Office Management Association will be notified promptly.

AMERICAN INSTITUTE OF ACCOUNTANTS
13 East 41st street, New York, n. Y.

For Release:

From:

Bice of the Chairman
Committee on Natural
Business Year
2000 Buhl Building
Detroit, Michigan

on receipt

DETROIT, June

.-American business and Industrial corporations in

increasing numbers are studying the advantages of the natural fiscal

year basis of accounting which was in almost universal use in the
United States prior to 1909.

Many companies are giving up the

calendar year basis and are realizing the economies and other ad
vantages which result from keeping their books of account and pre

paring their annual statements for natural seasonal years ending at
those dates when inventories, receivables, and liabilities are
normally at their low points.

This was the declaration here today of Francis E. Ross of Detroit,

chairman of the special committee on natural business year of The
American Institute of Accountants, in making public the results of
studies made jointly by The American Institute of Accountants, the

Natural Business Year Council and the research and statistical

division of Dun & Bradstreet.
Listing well known companies which now keep their accounts on the

natural seasonal year basis, Chairman Ross cited among others the

International Harvester Company, L. C. Smith Corona Typewriters,

American Agricultural Chemical Company, J. I. Case Company, Vick
Chemical Company, Firestone Tire and Rubber Company, A. 0. Smith

Corporation, West Virginia Pulp and Paper Company, Canada Dry Ginger
Ale, Parker Pen Company, Swift and Company, Armour and Company,
Virginia-Carolina Chemical Corporation, Liquid Carbonic Corporation,

-2International Shoe Corporation, Nash-Kelvinator and Black and Decker

Manufacturing Company.
"The natural business year of an enterprise”

Mr. Ross said today,

”is that period of twelve consecutive months which ends when the

business activities of that enterprise have reached the lowest point
in their annual cycle; that is, at the time when receivables,

inventories and liabilities are normally at their lowest point in
the year.”

(sbhd) Many Have Changed.
More than 8,000 corporations changed to the natural fiscal year

basis of accounting from the calendar year basis in the three years

ending last May, added Chairman Ross.

The great majority of cor

porations, he said, still close their books at the end of the cal

endar year on December 31, many of them ’’under the mistaken idea
that present tax laws compel them to keep their accounts on the
calendar year basis”.
The special committee of The American Institute of Accountants

headed by Mr. Ross is taking an active part in a campaign to promote
the use of natural seasonal years in corporation accounting which is

being conducted by the Natural Business Year Council, of which Henry
H. Heimann, executive manager of the National Association of Credit

Men, is chairman.

Associated in the Council activities in addition

to The American Institute of Accountants are the national credit

men's organization, the Robert Morris Associates, American Manage
ment Association, Dun & Bradstreet and the National Association of
Cost Accountants and committees on natural business year of state
societies of certified public accountants.

-3(sbhd) Suggested Dates.
Suggested closing dates for a wide variety of business, industrial
and other organizations were cited by Chairman Ross in quoting from

recent bulletins issued by Dun & Bradstreet and by the Natural Busi

ness Year Council.

These suggested closing dates include newspapers,

August 31; advertising agencies, July 31; automobile accessories

manufacturers, July 31 or August 31; automobile dealers, October 31,

automobile manufacturers, September 30; air transportation companies,

April

30; general book publishers, January 31; text-book publishers,

June 30, with book stores at the same date; dairy products, February
28 or March 31; retail dry goods stores, January 31, with a trend
developing among some stores toward July 31; radio manufacturers

(home sets), March 31; farm equipment manufacturers, October 31.
Also shoe manufacturers, November 30, with October 31 as an
alternate date; flour millers, some date between March 31 and June

30; dry goods wholesalers, December 31, with November 30 as an

alternate date;

jewelry retailers, February 28, or January 31;

furniture manufacturers, December 31; paint, varnish and lacquer
manufacturers, November 30, with December 31 as an alternate; cement

manufacturers, January 31; fruit and vegetable canners,

April 30,

with February 28 as an alternate; breweries, September 30; candy

manufacturers, April 30; bakeries, June 30; manufacturers of non
alcoholic beverages, September 30; men’s clothing stores, January 31.
Also coal mines, end of March or April; copper products, June 30;
cotton merchants, July 31; wholesale drugs, June 30; marine engine

manufacturers, September 30; retail florists, September 30; gasoline

refining, October 31; glass manufacturers, June 30; wholesale and

retail grocers, June 30; hardware manufacturers, June 30; hat manu

facturers, October 31; residential hotels, June 30; resort hotels,

last month of season; laundries, June 30; meat packing, October 31;
real estate agencies and holding companies, September 30; restaurants,

June 30; soap manufacturers, June 30; steel and iron products, June
30; lumber products manufacturers, October 31.

Quoting from reports of the Securities and Exchange Commission,

Chairman Ross listed other well known companies which keep their
accounts on the natural business year basis.

He included R. H. Macy

and Company; Montgomery Ward and Company, Sears, Roebuck and Company,

Atlas Imperial Diesel Engine Company, Aviation Corporation, Auburn
Automobile Company, Cities Service Power and Light Company, General

Finance Corporation, Douglas Aircraft Company, United Stockyards

Corporation, American Box Board Company, Endicott Johnson Corporation,
Deere and Company, Manhattan Shirt Company, Seiberling Rubber Company,

Continental Motors Corporation, Servel,Incorporated; Nunn-Bush Shoe
Company, Brown Shoe Company, Hat Corporation of America,

A. G.

Spalding and Brothers.
Also the Glidden Company, Lee Rubber and Tire Corporation,

Mergenthaler Linotype Company, Cuban-American Sugar Company, Emerson

Electric Manufacturing Company, Hayes Body Corporation, Moody’s
Investors Service, Walgreen Company, General Household Utilities

Company, Dodge Manufacturing Corporation, Spencer Kellogg and Sons,

Wentworth Manufacturing Company, Devoe and Raynolds Company, Inc.,
United States Leather Company, Gorham, Inc., Brager-Eisenberg, Inc.,
Beech Aircraft Corporation and Consumers Steel Products Corporation.

#

Americ
an Institute ofAccountants
INCORPORATED UNDER THE LAWS OF THE DISTRICT OF COLUMBIA

13 EAST 41ST STREET. NEW YORK

May 1, 1939
To the Members of the Special
Committee on Natural Business Year-

Gentlemen;
With this note, you will receive text of the

report of your committee as prepared by your chairman,

Francis E. Ross, Esquire for presentation to council

at its me eting to be held in New York on Monday and
Tuesday, May 8 and 9 next,
Will you please study this report and then

send it back to me, with either your approval er any

changes you may suggest, at your earliest convenience?
Your cooperation will be very much appreciated.

Sincerely,
Frank A. Gale. .
.

Assistant Secretary
.

.

REPORT OF SPECIAL COMMITTEE ON NATURAL BUSINESS YEAR
AMERICAN INSTITUTE OF ACCOUNTANTS

During the current year, as in the past, the activities
of your special committee on natural business year have been carried
on to a large extent by the Institute staff in co-operation with the
Natural Business Year Council.

At the spring (1938) meeting of council, your committee
reported three problems to which it proposed to devote itself.
The
first was that of developing a greater interest among members of the
Institute and other accountants in furthering the aims of the Nat
ural Business Year Council. Your Committee feels that progress has
been made along this line, although the latest information in the
files of the Institute indicates that only 25 State Societies have
natural business year committees.
It would appear that much greater
interest could be developed among the members of State Societies and
chapters and, with this in mind, the Chairman of your committee has
written to the president of each state society which, at the present
time, does not have such a committee.
In this letter attention was
directed to the opportunity for increased effort at this particular
time due to the favorable publicity given this subject in connection
with the recent S.E.C. hearings on auditing procedure and the co
operation of this committee and of the Institute’s staff was pledged
in assisting the state groups.

The second problem reported was that of developing more
intensive publicity for the natural business year campaign.
Of
course, this part of the project has been helped immeasurably
through the testimony of members of the accountancy profession before
the Securities and Exchange Commission in connection with hearings
on auditing procedure previously referred to.
The Institute’s staff
has taken advantage of this opportunity to publicize many of the ad
vantages of the natural business year as developed at these hearings.
The following questions were asked of each witness with
reference to the desirability of adopting a natural business year:

”Do you actively urge the adoption of the natural
business year in cases where a change seems desirable?
Have you made any analysis of your clients by industries
to determine whether a substantial reduction of peak
season concentration could be effected in this way? What
would be the effect of such a reduction to the auditor?”

The witnesses all agreed that accountants favor the adop
tion of a natural business year whenever possible.
Several stated
that the greatest impetus towards its adoption would come about
through support of the idea on the part of influential disinterested
bodies and by the various industries.
Most of the witnesses ad
mitted the apparent benefits to the accountant, but all stated that
the effect would be equally beneficial to the client as well as to
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various credit and governmental agencies.
Among the advantages stressed by the witnesses were the
following:

1.

Greater accuracy in statements as a result of
making examinations at a time when inventories,
receivables and payables are normally at a low
point.

2.

Maintenance by the accountant of an organization
of higher average ability because, (a) the staff
to a much larger extent would be permanent, bet
ter trained and more experienced; and, (b) the
greater regularity of work and added security of
employment would attract to the accountancy pro
fession a more highly qualified class of men.

3.

Greater effectiveness of comparisons between
companies in the same line of business.

4.

A reduction in the use of estimates and arbi
traries required to establish bases for stating
accounts during the flow of business trans
actions extending over the close of the fiscal
period.

5.

A reduction in expense to the client.

A few witnesses testified that they had made some classifi
cations of clients with reference to natural business year which
might be adopted,
but that definite conclusions had not been
reached concerning the effect of such possible changes on the dis
tribution of the accountant’s work throughout the year.

The opinion was general, among the witnesses, that a re
duction in the peak season concentration would permit partners and
supervisors, as well as staff accountants, to give further thought
and consideration to the important aspects of each examination.
The third problem referred to had to do with promoting
more interest in the natural business year on the part of individual
companies. In this connection, Dun & Bradstreet’s natural business
year bulletins, which have been prepared in co-operation with the
Natural Business Year Council, have resulted in greater interest in
the subject on the part of business executives.
Gains have been
shown in the number of inquiries for such bulletins which so far
have been devoted to farm equipment, flour milling, fur coats,
women’s trimmed hats, retail jewelry, department stores, wholesale
dry-goods, cottonseed oil, shoes, radio sets, paint and varnish,
and furniture.
Another study which is incomplete at the present
time covers the automotive industry.

In connection with publication of these bulletins, news
releases have been sent to financial and business news editors of
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These bulletins also have been called to the attention of inter
ested trade associations.
Your committee has under consideration at the present time
a report relating to natural business year for department stores
prepared by an accounting firm for its clients. This report lists
fourteen advantages to be gained by department stores in changing
their fiscal year from January 31st to July 31st.
Through the staff at Institute headquarters, a large num
ber of inquiries about the natural business year from individual
accountants, officers and committee chairmen of state societies and
chapters and from individual executives have been answered. New
items of information have been added to the literature distributed.
At Institute headquarters, careful watch is kept on the
newspapers for the reports of corporations which operate on a natural
business year basis.
To these, letters are sent asking for the rea
sons which led to a change to natural business year and for infor
mation as to the experiences of these companies in utilizing the
natural year in their accounting.
It is interesting to note that executives who reply to
these requests for information almost invariably state their rea
sons in phrases which might well have been taken from literature
distributed in the past from Institute headquarters.
All stress the
important points of low inventories, receivables and liabilities.

Discussion of the natural business year among accounting
groups is increasing.
State society and chapter officers show more
interest in the subject as one to be taken up at meetings.
The
speakers’ bureau at Institute headquarters has built and is adding
to a list of Institute members who are willing to accept engage
ments to discuss the natural business year at state society and
chapter meetings and at meetings of groups outside the profession.
Requests for speakers on this subject have increased.
The commit
tees of two accounting clinics, those of the Harrisburg Chapter of
the Pennsylvania Institute of Accountants, and of the Indiana Asso
ciation of Certified Public Accountants at Butler University, have
included the natural business year on their programs. The speaker
at the latter conference on May 12th is to be H. T. Scovill.

The committees for three regional conferences at present
being arranged with cooperation of the American Institute of Ac
countants also have included this subject in the programs of these
conferences, namely, the Central States Accounting Conference to
be held at Des Moines in June, the Middle Atlantic States Accounting
Conference at Richmond, also in June, and the Eastern Four-States
Accounting Conference to be held at Atlantic City on May 19th and
20th.

Approximately 5,820 individual Dun and Bradstreet natural
business year bulletins have been mailed from Institute headquarters
since October 1, 1938.
These mailings were to individual members of

the Institute on the mailing list
students, individual accountants,
groups, libraries and others.
In
bulletins have been requested for

to receive all bulletins, and to
banks, state society and chapter
several instances, copies of the
distribution at special meetings.

Since the last annual meeting of the American Institute,
9,418 pieces of literature relating to the natural business year
have been mailed.
This brings the total of pieces mailed out since
the beginning of the natural business year campaign in 1935 to
150,626.
These mailings include the three pamphlets entitled
"Suggested Closing Dates”, ”A Means to Efficiency” and ’’Its Advan
tages to Business Management”.
The pamphlet entitled ”A Program of
Local Activity” is also sent to state society and chapter committees
and to city committees on the natural business year.

Your committee will continue its cooperation with the
Natural Business Year Council and work in every way possible to
achieve further gains for the campaign to promote the use of natural
fiscal closing dates in business and industry.

Respectfully submitted,
For the Special Committee on
Natural Business Year

_______________________ Francis E. Ross
Chairman
_______________________ C. B. Couchman
_______________________ W. R. Donaldson
_______________________ O. C. Herdrich
_______________________ H. J. Miller
_______________________ G. E. Perrin
_______________________ H. T. Scovill
April 27, 1939

NATURAL BUSINESS YEAR COUNCIL
13 East 41st Street, New York, New York

Tentative List of Suggested Fiscal Closing Dates
(The following dates, indicated as those at which it appears
desirable for various types of business to close their accounts for
the fiscal year, are based on a survey of present practice including
correspondence with representative companies and trade associations;
returns from questionnaires to certified public accountants; a study
of the natural business year by the University of Illinois; a study
of seasonal fluctuations in business by the Bureau of Economic Re
search; and, in some cases, on the fiscal year bulletins issued by
Dun and Bradstreet.
Some of the dates listed are open to debate, but all are based
on reasonably convincing evidence.
In many coses it is now impos
sible to do more than indicate a season at which the fiscal year
should end.
Often a date a month earlier or later than the one in
dicated would be equally suit
able.
It should be borne in mind that peculiar conditions in individual
companies might make desirable a departure from the generally recom
mended dote in that line of business.
Criticism of any of these suggested dates will be welcome and
will assist in the publication of a final and authoritative list.

Trade or Industry

Closing Date
Last day of:

Advertising, outdoor
March
Advertising agencies
July
Aeronautical supplies
Sept.
-mfr.
Air transportation
April
companies
Aircraft - mfr.
November
Airports
April
Automobiles - mfr.
Sept 30.
Automobiles - retail
November
Automotive accessories
-mfr.
July 31 or Aug 31
Automotive accessories
-wholesale
January
Awnings and sunshades
-mfr.
August
Bags, burlap & buck
ram - mfr.
February
Bakeries
June
Barber shop and beauty
parlor supp. - mfr.
September
Batteries, electrical
-mfr.
June
Beverages, non
alcoholic - mfr.
September
Blankets - mfr.
February
Books - publishing
June

(Closing Date

Trade or Industry

Last day of:

Books, school &
June
college-publishing
June
Books - retail
Sept.
Breweries
March
Bricks - mfr.
November
Brokers
Brooms & Brushes
June
-mfr.
May
Brush fibres - mfr.
February
Building contractors
June
Buttons - mfr.
April
Candy - mfr.
July
Candy-wholesale
Mar. to May
Canning
September
Canner's equip. - mfr.
November
Canvas goods - mfr.
March
Cemeteries
Charitable institu May or Nov.
tions
October
Clay and stone pro
ducts - mfr.
November
Cleaning & Dyeing
establishments
January
Clothing, men’s retail
July
Clothing, work
mfr .

Tentative List of Suggested Fiscal Closing Dates
Trade or Industry

Closing Date
Last day of:

June
Club, women’s
Mar.
to April
Coal - mining
Coal - retail
May
April
Coal - wholesale
May
Coffee merchants
June
Colleges
April
Containers, paper mfr.
February
Contractors, Genl.
Copper products - mfr. June
Sept.
Cordage - mfr.
December
Corsets and
brassieres - mfr.
Corests and
July
brassieres - retail
July
Cotton compresses
June
Cotton gins
March
Cotton plantations
Cotton merchants
July
Cotton goods, finished Sept.
-mfr.
June
Cotton seed crushers
-mfr.
Cottonseed oil
producing and
June 30
refiners of
(Alternate July 31)
(Extreme southern
sections) - April 30 or May 31
Crockery and glassJanuary
ware - mfr.
Dairy & produce
Feb. or Mar.
companies
Department stores
Jan. 31
Dried fruits - packMay
ing
Drugs - retail
Sept.
Drugs - wholesale
June
Dry goods - retail
January
Dry goods - whlse
Dec. 31
(Alternate Nov. 30)
Elastic webbing - mfr. June
Electrical appliances- June
retail
Sept.
Engines, gasoline
-mfr.
Engines, marine - mfr. Sept.
Farm equipment - mfr .
Oct. 31
Feed - mfr.
May to June
Fertilizer - mfr.
May to June
Filling Stations
Sept.
Fisheries
April
Florists - retail
Sept.

Trade or Industry
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Closing Date
Last day of:

March 31
through June 30
January
Foundries & Machine
shops
August
Fraternal organiza 
tions
June
Fruit and Vegetable
brokers
March
Fur - mfr.
January 31
Fur coat - mfg.
(Alternate Feb. 28)
January
Fur merchants
November
Furniture - mfr.
June
Furniture - retail
Sept.
Garages
November
Garments, silk - mfr.
October
Gasoline, refining
January
General Merchandise
-retail
May
Gift shops
June
Glass - mfr.
November
Gloves - mfr.
June
Grain dealers
May to June
Grain, mills &
elevators
June
Groceries - retail
June
Groceries - whlse.
May
Hairpins - mfg.
June
Hardware - mfg.
Aug. or Sept.
Harvesting mach.
June
Hatcheries, chicken
October
Hats - mfg.
Women’s trimmed mfg.
May 31 or Nov. 30
November
Hosiery - mfg.
Hotels, residential
June
Last month
Hotels, resort
(Closed part time)
of season
Hotels, transient or Various mos.
except Dec.
all-year resort
February
Hunting & fishing
clubs
Ice, artificial - mfg.
October
October
Insecticides - mfr.
Nov. or Mar
Jewelers - mfg. &
silversmiths
Jewelry & silverware, Feb. - March
wholesale
Feb. 28
Jewelry & silverware,
retail
(Alternate Jan. 31)
August
Jute - mfg.
June
Laundries

Flour - milling

Tentative List of Suggested Fiscal Closing; Dates

Trade or Industry

Closing Date
Last day of:

Laundry equipment
July
-mfg.
Leather - mfg.
October
Leather - artificial
October
-mfg.
Leather goods - retail. January
Licorice - mfg.
November
Lime - production
November
Linens - mfg.
October
Luggage - retail
October
Lumber products - mfg. October
Mail order houses
January
Marine contractors
February
Mattresses - mfg.
July
Meat, packing
October
Millinery - retail
June
August
Motion pictures,
production
Motors, drills, etc.
Sept.
electrical - mfr.
Music - retail
January
Musical Instruments
June
-retail
Newspapers
August
Office buildings
May
Office equipment - mfg.• June
Office supplies retail
May
Oil, production
June
Oil field waste &
November
salt water disposal
Oil well drilling
July
contractors
Oil well supplies
December
Orange groves
Sept.
Pads, cotton & sisal - November
mfg.
Paints and varnishes- November
mfg.
Paper - mfr.
April
Paper - wholesale
June
Paper novelties - mfg. April
Paving contractors
March
Photographers
April
Pickled products,
March
packers
Plows & Planters
June
-mfg.
Plumbers materials
February
-wholesale
Pneumatic Machinery
April
-mfg.
Pottery - mfg.
June

Trade or Industry
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Closing Date
Last day of:

Sept.
Poultry farms
November
Poultry supplies
-mfg.
August
Printing equipment,
-mfg.
Radio - mfg. (home sets)
March 31
January
Radio - wholesale
March
Radio - retail
June
Railroads, street &
interurban
March
Railroad equipment
mfg.
January
Ready-to-wear, ladies
-retail
Sept.
Real estate agencies
Sept.
Real estate holding
companies
Refrigerating equip Sept.-Oct.
ment - mfg.
Restaurants
June
June-July
Rice, milling
November
Roads machinery
June
Roofing & waterproof
paper mfg.
Rubber goods - mfg.
October
Rubber tires -mfg.
October
Rugs & carpet - mfg.
June
May
Saddleries
June
Salt - mfg.
June or
Schools, private
August
June
Screens, etc. mfg.
Sept.
Securities Exchange
June
Seeds, wholesale &
retail
October
Sewerpipe, mfg.
Sheet metal - mfg.
March
Shipbuilding
June
Sept.
Ship lines
Nov. 30
Shoes, mfg.
(Alternate Oct. 31)
May
Silk & rayon - mfg.
Snapfasteners - mfg.
June
Soap - mfg.
June
July
Socks - infants - mfg.
Sept.
Soda fountain equip
ment - mfg.
October
Sporting Goods - mfg.
June
Stationery - retail
Steel & iron products - June
mfg.
Sept.
Store fixtures - mfg.

Tentative List of Suggested Fiscal Closing Dates
Trade or Industry

Closing Date
Last day of:

Stoves & furnaces June
mfg.
March
Sugar, beet - mfg.
Sept.
Sugar, cane - mfg.
Sept.
Sugar, refining
June
Sugar cane mill equip
ment - mfg.
March
Sulphur, refining
Textile, cotton - mfg.
Sept.
Theatres, legitimate June
June
Theatre building
ownership
Sept.
Tiles - mfg.
February
Tobacco - mfg.
Tobacco, plantations November
May
Tobacco, warehouses
Sept.
Toys, mfg.
January
Toys, retail
Underwear, knit - mfg.
October
Wall paper - wholesale June
March
Warehouses, cold
storage
March
Wharfs
Wire & fencing - mfg. June
April
Wiring devices
electrical
Woolens, mfg.
Oct. - Nov.
January
Wrapping supplies,
wholesale

Trade or Industry
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Closing Date
Last day of:

attention

The enclosed pamphlets, namely, "The Natural

Business Year - A Means to Efficiency”,”The Natural

Business Year - Its Advantages to Business Management”
and "The Natural Business Year - Suggested Natural Fis
cal Closing Dates”, are the latest literature published

by this Council and contain in compact form practically

all of the material at hand on this subject.

If you

desire to distribute this literature among your clients
or members, copies of one or all the pamphlets may be

obtained from the Natural Business Year Council at 1- 5
Cedar Street, New York.

NATURAL BUSINESS YEAR COUNCIL

NATURAL BUSINESS YEAR COUNCIL
135 Cedar Street

New York, N.Y.

For Immediate Release

NEW YORK, Aug.

.-October 31 is recommended as the annual

closing date for the accounts of corporations manufacturing farm

equipment in a special bulletin just released by the Natural Bus

iness Year Council at its headquarters here.

The bulletin is the

fourth of a series prepared by the research and statistical

division of Dun and Bradstreet in cooperation with the campaign
of the Council to promote the use of natural

fiscal years by

corporations in keeping their accounts and making their annual

statements.
October 31, a closing date already in use by International

Harvester Company and the J. I. Case Company, leading companies

in the manufacture of farm equipment, is recommended in the

bulletin for the following stated reasons:

”1...This date has been adopted after careful study by two

of the large units in the industry; 2...Books closed on that date
give a picture of the year’s business after the close of the sell
ing season and before costs of production of the next year’s

models have entered into the expense ledger; 3...Because of the
long gradual decline of sales during the summer months and early
fall, receivables and current liabilities are likely to reach or

approximate their low point on October 31.”
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The report adds:
’’The suggested closing date need not constitute an objection

to earlier fiscal closings by those members of the industry whose

particular products make it desirable.

Any general industry

totals or averages could validly be assembled after the October
51 closing, even though some of the fiscal year figures repre

sented closings a few months earlier.”

The bulletin reports as follows on seasonal fluctuations in

the farm equipment manufacture field:
’’SALES - Starting in the fall, production of farm equipment

increases steadily, anticipating peak shipments in the spring.
From the latter part of June, manufacturing ebbs until it touches
a low point at the end of the summer or early in the fall, usually

in September.

’’INVENTORIES - Accumulation of inventories of finished goods

is usually started in September or October for the peak shipments

of late winter and early spring.

Materials used are principally

of a nature which can be purchased currently as required.

In

ventories as a whole reach their low point in August or September.
"RECEIVABLES - Terms of sale vary, ranging from 5 per cent

discount with cash to 5 per cent discount in 30 days, with net

terms ranging from 2 to 9 months.

The manufacturer frequently

helps the retailer by extending seasonal datings or other special

datings.

This has been the case particularly in towns or areas

where the line otherwise would not be represented, and in the old

South where country merchants commonly carry farmers’ accounts
around the year to the cotton picking season and in turn are

-3carried by the manufacturer.

In come sections, manufacturers

now follow the plan of selling machinery to dealers on a condition
al sales contract under which the dealer’s unpaid balance becomes
due immediately on any piece of machinery resold to a farmer and

is subject to a 5 per cent cash discount.

In general, receivables

of the manufacturer are reduced to their lowest point in the fall,

about a month after the low point in sales is reached.
”CURRENT LIABILITIES - The farm equipment manufacturers that

depend in whole or in part on banks for seasonal working capital
begin to borrow during the late fall with expanding requirements

through the winter months as the inventory piles up; they gradually
reduce their debt or clean it up entirely early in the next fall.

Some of the larger manufacturers have sufficient working capital,
so that the financing of seasonal inventories and receivables is
reflected by a variation in cash and security holdings rather than

variations in current liabilities.”
Quoting a special compilation in the Census of Manufactures,
i

the report states that more than twenty-five per cent of agricul

tural implement plants in the country observe a fiscal year other

than the calendar year ending December 31.

A tabulation by the

National Credit Office of the closing dates of 45 manufacturers of
farm machinery shows ten concerns closing their books on December
31, three on January 31, one on March 31, one on April 30, ten on

June 30, one on July 31, two on August 31, three on September 30,
nine on October 31 and five on November 30.

#

#

#

Research & Statistical Div.

DUN & BRADSTREET, INC.
290

Broadway, New York

City

SEASONAL FLUCTUATIONS AND
NATURAL FISCAL CLOSING DATES

FARM EQUIPMENT MANUFACTURERS
The information in this bulletin has been reviewed by Dun & Bradstreet reporters with officers of important con
cerns in this industry in all parts of the country. Additional information obtained in these interviews has been
coordinated with previously available data by the Research and Statistical Division, acting as agency for
THE NATURAL BUSINESS YEAR COUNCIL.

The members of this industry manufacture primarily horse and
power farm machinery for sowing,cultivating and harvesting crops. Study
for this bulletin, following the commonly accepted definition of the
line,has not included data from makers of hand tools (handle goods) or
dairy equipment, though their seasonal cycles are believed to resemble
the data shown here . To the extent that selling seasons vary according
to kinds of equipment and geographical regions the findings here are
applicable in a modified degree.

According to the 1935 Census of Manufactures, manufacturers'
branch warehouses distribute more than two-thirds of the total produc
tion of the Industry directly to retailers ; while 20 per cent passes
through the hands of wholesalers and jobbers before reaching retailers.
Most of the remainder is distributed directly to large users and to re
tailers - 4.3 per cent and 4.9 per cent respectively.

SEASONAL FLUCTUATIONS
SALES - Starting in the fall production of farm equipment in
creases steadily, anticipating peak shipments in the spring. From the
latter part of June,manufacturing ebbs until it touches a low point at
the end of the summer or early in the fall, usually in September.

INVENTORIES - Accumulation of inventories of finished goods is
usually started in September or October for the peak shipments of late
winter and early spring.
Materials used are principally of a nature
which can be purchased currently as required. Inventories as a whole
reach their low point in August or September.
RECEIVABLES - Terms of sale vary,ranging from 5 per cent dis
count with cash to 5 per cent discount in 30 days with net terms rang
ing from 2 to 9 months. The manufacturer frequently helps the retailer
by extending seasonal datings or other special datings. This has been
the case particularly in towns or areas where the line otherwise would
not be represented,
and in the old South where country merchants com
monly carry farmers' accounts around the year to the cotton picking sea
son and in turn are carried by the manufacturer. In some sections,man
ufacturers now follow the plan of selling machinery to dealers on a con
ditional sales contract under which the dealer's unpaid balance becomes
due immediately on any piece of machinery resold to a farmer and is sub
ject to a 5 per cent cash discount. In general,receivables of the man
ufacturer are reduced to their lowest point in the fall, about a month
after the low point in sales is reached.

CURRENT LIABILITIES - The farm equipment manufacturers that de
pend in whole or in part on banks for seasonal working capital begin to
borrow during the late fall with expanding requirements through the
winter months as the inventory piles up; they gradually reduce their
debt or clean it up entirely early in the next fall. Some of the larger
manufacturers have sufficient working capital so that the financing of
seasonal inventories and receivables is reflected by a variation in cash
and security holdings rather than variations in current liabilities.

PRESENT PRACTICE AND PREVIOUS RECOMMENDATIONS
The Census of Manufactures in a special compilation has esti
mated that more than 2 5 per cent of the agricultural implement plants
in the country observe a fiscal year other than the calendar year. A
tabulation by the National Credit Office of the closing dates of 45 man
ufacturers of farm machinery shows 10 concerns closing their books on
December 31st, 3 on January 31st, 1 on March 31st, 1 on April 30th, 10
on June 30th, 1 on July 31st, 2 on August 31st, 3 on September 30th, 9
on October 31st, and 5 on November 30th.
The Bureau of Business Research of the University of Illinois
in 1935 recommended September 30th as a closing date.

SUGGESTED CLOSING DATES
October 31st for the following reasons:

1. This date has been adopted after careful study by
two of the large units in the industry.
2. Books closed on that date give a picture of the
year’s business after the close of the selling season
and before costs of production of the next year’s models
have entered into the expense ledger.

3. Because of the long gradual decline of sales during
the summer months and early fall, receivables and cur
rent liabilities are likely to reach or approximate their
low point on this date.
4. The suggested closing date need not constitute an
objection to earlier fiscal closings by those members
of the industry whose particular products make it desir
able. Any general industry totals or averages could
validly be assembled after the October 31st closing,
even though some of the fiscal year figures represented
closings a few months earlier.

BULLETIN NO. 4

JULY, 1938

From
NATURAL BUSINESS YEAR COUNCIL
135 Cedar Street
New York

Immediate Release

Women’s trimmed hats manufacture is the industry covered
in the third of a series of bulletins issued by the Natural Bus

iness Year Council with the cooperation of the research and

statistical division of Dun & Bradstreet for the purpose of recom

mending natural fiscal closing dates for the accounts and annual
statements of corporations.

The bulletin, just issued, recommends

May 31 or November 30 as closing dates for the trimmed hat industry.
Reasons given for the choice of the two dates are:
1. ..Production, receivables, inventories and current
liabilities in the industry commonly reach their low points almost

simultaneously about these dates.

2. ..These closing dates are already being used with sat
isfactory results by a number of members of the industry.
The bulletin details seasonal fluctuations in the

women’s trimmed hat field as follows:

"SALES.-The manufacture and the distribution of millinery,

like other items of women’s apparel, is highly seasonal.

Because

of rapid style changes, manufacturers anticipate the two retail
selling seasons by the smallest possible time.

There is no avail

able seasonal curve, based upon careful study, for the activity of
concerns which style and trim women’s hats.

However, there is avail

able an employment curve which reflects the ebb and flow of seasons,

as a large part of the process is hand-work.

Moreover, the employ

ment curve agrees with trade reports of seasonal variations.
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"Considerable variation is encountered from year to
year in the date of the spring season because of the changing
date of Easter.

Ordinarily,

the maximum sales in the straw hat

line occur in February and March, to supply the pre-Easter retail

trade with spring millinery, and reach

a low point by the end

of May, except in the case of a few concerns which feature white
felts for summer sport wear.

The fall felt hat season starts in

the latter part of July, reaching a peak in September.

Heavy

shipments cease about the end of October, and taper off through
November.

"INVENTORIES - Purchases of hat bodies are commonly
started several months in advance of actual needs, building up to

a heavy inventory just prior to the semi-annual production peak.

Even in slack production periods, inventory investment is sub

stantial, since the buying offall hat bodies begins in the early

spring.

However, the low points of inventory are likely to coincide

with the low points in production.

"RECEIVABLES - Usual selling terms are 7 per cent, 10
days, E O M.

Early spring shipments to retail stores are commonly

dated March 1st, payable April 10th, with July shipments dated

August 1st, payable September 10th.

The volume of receivables

outstanding commonly reaches a low point at the end of May or June,

and again at the end of November.
"CURRENT LIABILITIES - High points in the volume of

current liabilities are likely to coincide closely with the produc

tion peak, because of the triple load of heavy inventories, payrolls
and receivables,

(some with advance dating).

Correspondingly,
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the low points in current liabilities coincide closely with the
slack period previously described.”

With respect to present accounting practice in the
millinery industry, the bulletin states:

’’The Census of Manufactures estimates that between 5
per cent and 10 per cent of the millinery manufacturers close
their books at dates other than December 31.

According to a tabu

lation of 130 closing dates reported by the National Credit Office,
75 concerns used a non-calendar year.
distribution (end of month):

A tally shows the following

5 in January, 1 in February, 3 in

March, 3 in April, 2 in May, 11 in June, 1 in July, 2 in August,
22 in October, and 25 in November.

A New York accountant, special

izing in the industry, states that most of his clients close their

books on May 31 or November 30.

No previous recommendations of

the fiscal closing date have been made by the Natural Business
Year Council.”
*

*

*

*

*

*

NOTE TO EDITOR; -Initiation of the new bulletin series is in

line with the campaign of the Natural Business Year Council to

point out to business management the advantage of keeping the
accounts of companies on the basis of their natural fiscal years

of twelve months each, rather than close their books arbitrarily
on December 31, the end of the calendar year, as is the case with

a majority of companies at present.
The natural business year of a company for accounting purposes

should end, the Council states, when its inventories, receivables

and current liabilities are at a low ebb and personnel is not
rushed.

Banks, credit reporting agencies and others concerned
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with granting credit, according to the Council, can analyze the

true health of a business concern more accurately and readily
from a balance-sheet taken at such a time than, for instance,

at the peak of business, when inventories, receivables or
liabilities - or all three - are greatly expanded, or during
a period when balance-sheet items are subject to rapid change.

The Natural Business Year Council points out that no

significant tax problem is involved in the change by a company

from the calendar year to the natural fiscal closing date basis
of accounting.

The calendar year was required of all companies

under a Federal revenue act passed in 1909, before which time
practically all companies were on the natural fiscal year basis,

but the first income tax law in 1913 removed this requirement.
Under present laws, companies may elect to make their tax returns

on the basis of fiscal years of their own choosing.
NATURAL BUSINESS YEAR COUNCIL

Research & Statistical Div.

DUN & BRADSTREET, INC.
290

Broadway, New York

City

SEASONAL FLUCTUATIONS AND
NATURAL FISCAL CLOSING DATES

WOMEN’S TRIMMED HAT MANUFACTURERS
The information in this bulletin has been reviewed by Dun & Bradstreet reporters with officers of important con
cerns in this industry in all parts of the country. Additional information obtained in these interviews has been
coordinated with previously available data by the Research and Statistical Division, acting as agency for
THE NATURAL BUSINESS YEAR COUNCIL.

Fur and wool felt bodies for women’s felt hats are manufactured by a
limited number of so-called hat manufacturers who sell these bodies, in the
rough, to the makers of women’s trimmed hats, the subject of this particular
study. The rough bodies are then styled, blocked and trimmed. In addition
to felt bodies,materials purchased include straw hat bodies (largely impor
ted), braid, feathers, fur and other findings. The finished product is sold
almost entirely direct to retail stores. The manufacture of women’s trimmed
hats is concentrated largely in New York,with some production in other cen
ters of the women’s apparel trade.

SEASONAL FLUCTUATIONS
SALES - The manufacture and the distribution of millinery, like other
items of women’s apparel,is highly seasonal. Because of rapid style changes
manufacturers anticipate the two retail selling seasons by the smallest pos
sible time. There is no available seasonal curve based upon careful study,
for the activity of concerns which style and trim women’s hats. However,
there is available an employment curve which reflects the ebb and flow of
seasons as a large part of the process is hand-work. Moreover, the employ
ment curve shown here agrees with trade reports of seasonal variations.

% of Average Month

% of Annual Sales

Considerable variation is encountered from year to year in the date of
the spring season because of the changing date of Easter.
Ordinarily, the
maximum sales in the straw hat line occur in February and March, to supply
the pre-Easter retail trade with spring millinery, and reaches a low point
by the end of May, except in the case of a few concerns which feature white
felts for summer sport wear. The fall felt hat season starts in the latter
part of July, reaching a peak in September. Heavy shipments cease about the
end of October, and taper off through November.
INVENTORIES - Purchases of hat bodies are commonly started several months
in advance of actual needs, building up to a heavy inventory just prior to
the semi-annual production peak.
Even in slack production periods, inven
tory investment is substantial, since the buying of fall hat bodies begins
in the early spring. However, the low points of inventory are likely to co
incide with the low points in production.
RECEIVABLES - Usual selling terms are 7 per cent,10 days ,E O M. Early
spring shipments to retail stores are commonly dated March 1st,payable April
10th,with July shipments dated August 1st,payable September 10th. The vol
ume of receivables outstanding commonly reaches a low point at the end of May
or June, and again at the end of November.

CURRENT LIABILITIES - High points in the volume of current liabilities
are likely to coincide closely with the production peak,because of the tri
ple load of heavy inventories, payrolls and receivables, (some with advance
dating).
Correspondingly, the low points in current liabilities coincide
closely with the slack period previously described.

PRESENT PRACTICE AND PREVIOUS RECOMMENDATIONS
The Census of Manufactures estimates that between 5 per cent and 10 per
cent of the millinery manufacturers close their books at dates other than De
cember 31st (no tally of data available). According to a tabulation of 130
closing dates reported by the National Credit Office,75 concerns used a non
calendar year. A tally shows the following distribution (end of month): 5
in January, 1 in February, 3 in March, 3 in April, 2 in May, 11 in June, 1
in July, 2 in August, 22 in October,and 25 in November. A New York account 
ant,specializing in the industry,states that most of his clients close their
books on May 31st or November 30th. No previous recommendations of the fiscal
closing date have been made by the Natural Business Year Council.

SUGGESTED CLOSING DATES
May 31st or November 30th, for the following reasons:

1. Production, receivables, inventories and current liab
ilities commonly reach their low points almost simultaneously
about these dates.
2. These closing dates are already being used with satis
factory results by a number of members of the industry.

SOURCES (Used in Chart)
EMPLOYMENT - U. S. Census of Manufactures-1904 - 1925.
RETAIL SALES - New England Department Store Sales of Millinery,- 1923-1930,
Federal Reserve Bank of Boston.
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Progress Report

1. .NEW DUN & BRADSTREET BULLETINS.—A new series of natural busi
ness year bulletins has been initiated by Dun & Bradstreet, co
operating with the Natural Business Year Council. The first sam
ple bulletin, devoted to fur coat manufacturing, was mailed out a
few weeks ago to the full membership of the American Institute of
Accountants;
to state society natural business year committees;
to the thirty-three local committees of the Natural Business Year
Council;
and to the officers of state societies of certified pub
lic accountants and their chapters.
The total mailing list for
this introduction of the bulletin series was slightly over 5,000.

With the sample bulletin, each individual on the mailing list
also received a statement outlining the purpose and meaning of the
new series.
In addition, each person received a letter and ques
tionnaire.
The full mailing set is attached to this memorandum
for the information of the members of the Council.
Response to the new bulletins has been most encouraging.
To
date, we have received 992 filled in questionnaires. An encourag 
ing number of these includes comments expressing enthusiasm for the
new plan.
It will be noted that question two in the questionnaire calls
for reports as to actual changes to the natural fiscal closing
date among clients of members of the American Institute and other
accountants receiving the questionnaire.
Of the total of 992
questionnaires received, 272 accountants report 602 actual changes
among their clients to the fiscal closing date basis.
Of the 992
questionnaires received, 614 list lines of business and industry
upon which accountants request natural business year closing date
information.
The average number of industries for which information
is requested is approximately four per questionnaire.
These re
quests for information were listed in response to question one in
the questionnaire.

REMARKS:
The unusually large number of accountants which returned the
questionnaire indicates that this new plan is a sound one.
This
is the most encouraging response received from accountants thus far
in connection with any effort to promote the natural business year
campaign.
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It is encouraging to know that several of the largest account
ing firms are conducting systematic studies in order to give the
complete picture of fiscal closing date changes among their cli
ents. These changes will, of course, be added to the total noted
above.
It can be said without hesitation that the new plan has
proven to be of great interest to the large accounting firms, as
well as to the individual accountants.
.PROMOTION OF NATURAL BUSINESS YEAR CAMPAIGN --(A)
Several noteworthy events have occurred in connection with pro
motion of the natural business year campaign.
One of these, of
course, is initiation of the new Dun & Bradstreet reports referred
to above.

2.

Another noteworthy event was presentation of a talk on the nat
ural business year on April 25 by Russell C. Harrington, chairman
of the committee on natural business year of the Rhode Island Soc
iety of Certified Public Accountants before an important joint
meeting of credit men and cost accountants.
In an effort to pro
mote interest among state societies in the natural business year
campaign, the office of the Natural Business Year Council, with
the cooperation of the American Institute of Accountants, mimeo
graphed copies of Mr. Harrington’s talk and has sent them to the
presidents of the state societies of certified public accountants
in Rhode Island, Massachusetts and Connecticut for distribution by
members of those societies to their clients in the three states. In
each case, the first page of the address is imprinted with the name
of the state society involved.
This plan will give wide circulation
to an authoritative discussion on the natural business year among
business executives in three New England states.
It is important to
note that, in connection with this plan, the presidents of the state
societies in the three states were extremely enthusiastic about the
arrangement.
Other public addresses have been given in the promotion of the
natural business year campaign.
Professor Hiram T. Scovill, presi
dent of the Illinois Society of Certified Public Accountants, re
cently addressed the Rotary Club of Aurora, Illinois.
John S.
Lloyd, secretary of the Indiana Association of Certified Public Ac
countants recently addressed the South Bend Clearing House Assoc
iation, also on the subject of the natural business year.
A period will be given over to discussion of the natural business
year at the coming Mountain States Accounting Conference to be held
by eight state societies of certified public accountants and the
American Institute of Accountants in Salt Lake City on May 31 and
June 1 next.

Likewise, the natural business year will be one of the main
topics for discussion at the coming Fifth Regional Chapter Con
ference of the New York State Society of Certified Public Account
ants in June.
The speaker on this occasion will be Ralph S. Johns,
chairman of the special committee on natural business year of the
American Institute of Accountants.
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The Rochester Chapter of the New York State Society of Certified
Public Accountants on May 10th heard an interesting talk on the nat
ural business year given by Otto A. Shults of Wilson, Shults and Co.,
Rochester certified public accountants. Mr. Shults is a member of
the American Institute of Accountants.

3. .PROMOTION OF NATURAL BUSINESS YEAR CAMPAIGN— (B)
The members of the Council will be interested to learn that Mr.
Alexander Wall, a member of the Council and secretary—treasurer
of the Robert Morris Associates is preparing a text on statement
analysis for the American Institute of Banking in which he will
devote six or seven pages to a discussion of the natural business
year. The circulation of this text will give wide publicity in
banking circles to the natural business year proposal.
4.

.PROMOTION OF NATURAL BUSINESS YEAR CAMPAIGN—(C)
Recent notable newspaper publicity given to the natural business
year campaign includes a special article of several columns pub
lished in the Providence Journal in connection with the talk of Mr.
Russell C. Harrington referred to above. We also find that, on May
1, Bernard J. Hughes, financial editor of the Boston Post published
a long editorial entitled Natural Business Year Reports.
It is expected that the new Dun & Bradstreet bulletins will re
sult in a large volume of publicity, both in the financial news col
umns of newspapers and in the special bulletins and other publica
tions of interested trade associations.
One of the most interesting items of publicity given to the
natural business year campaign is a special article printed in
Business Week, in its issue of October 23, 1938. We have had offset
reproductions of this article made, and it is used as a regular mail
ing piece in the promotion of the campaign.

The March issue of The Journal of Calendar Reform, published by
the World Calendar Association, features an article on the natural
business year by Mr. Walter Mitchell of Dun & Bradstreet, under whose
supervision the new natural business year bulletins are being pre
pared.
In a recent issue of The Spokesman, monthly publication of the
Pennsylvania Institute of Certified Public Accountants, there was
included an "open letter" on the natural business year addressed to
bankers, business men and accountants.

.PROMOTION OF NATURAL BUSINESS YEAR CAMPAIGN--(D)
Special effort is being made to increase the number of natural
business year committees in state societies.
Seventeen of these
have such committees at the present time.
The final objective is to
have a natural business year committee in each of the state societies
of certified public accountants.

5.
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A number of items bearing on the natural business year have been
sent out to the presidents of state societies and their chapters
through the information clearing house of the American Institute of
Accountants.
One recent mailing under the clearing house plan was
confined exclusively to natural business year material.
The items
in this mailing included:
a..Statement of tax phases involved in
changes to natural fiscal closing dates, prepared by Mr. Ralph S.
Johns;
b..The first of the new Dun & Bradstreet natural business
year bulletins;
c..Copy of the March issue of The Spokesman, includ
ing the open letter on the natural business year mentioned above;
d..Copy of the issue of the Journal of Calendar Reform mentioned above.

6. .LETTERS FROM CORPORATIONS
From the headquarters of the Natural Business Year Council, letter
are mailed to executives in corporations whose reports published in the
daily newspapers show them to be using natural fiscal closing date clos
ings.
In each of these letters, the executive addressed is asked why
his company is on the natural business year basis.
So far, replies
have been received from 43 of these companies, whose executives gave
reasons which match closely the arguments presented in Natural Business
Year Council literature and other information material sent out from
Council headquarters. Tabulation of these replies will be made in the
hope that this definite evidence given by successful companies will be
interesting to other companies in the same lines of business or indus
try who may be considering the change from the calendar year.
In connection with the general question of the interest of cor
porations in the natural business year, it is interesting to report
that since the first of the year, headquarters of the Natural Business
Year Council has answered 397 inquiries from business executives. There
is no evidence that any of these companies has made the proposed change
but these inquiries certainly prove a growing interest among business
men in the natural business year proposal.
7. .INTEREST OF ACCOUNTANTS
There is evidence on every hand that certified public accountants
are taking a more active interest in the natural business year. This
is not only proven by the great number of questionnaires received in
connection with the new Dun & Bradstreet bulletins but also by the in
creased number of references to the natural business year found in the
bulletins of state societies and in the growing tendency to include the
natural business year as a topic at state society and chapter meetings.
Further than this, there is other direct evidence that accountants
are taking an increased interest. As the representative of the Natural
Business Year Council, I recently interviewed the officers and natural
business year committee chairmen of eight state societies of certified
public accountants. All of these agree that the accountant is develop
ing an active interest in the natural business year and that the time
has come for him to take a forefront position in promotion of -the cam
paign.
In the earlier days, it was felt that the certified public ac
countant would be accused of promoting a selfish interest if he were
active in the campaign. An increasing number of state society officers
and committee chairmen now feel that the certified public accountant
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cannot wait any longer under the deterring influence of a fear that
his motive may be misunderstood.
The belief is justified that from
now on the natural business year campaign will take on new impetus
from the active participation of certified public accountants.
8. .TREASURY DEPARTMENT REPORTS
Through the cooperation of the American Institute of Accountants,
the Natural Business Year Council will receive for some time to come
the regular monthly Treasury Department reports showing changes to the
natural fiscal year closing basis.
The Treasury Department had an
nounced its intended discontinuance of these reports, but after the
secretary of the Institute, Mr. John L. Carey, had called attention of
Treasury Department officials to the value of the reports, this discon
tinuance was cancelled.
It will be of interest to the Council to know that these Treasury
Department reports show a total of 7,714 changes to fiscal closing
dates from June, 1935 up to the present.

9. .RESEARCH
The Natural Business Year Council continues to have the cooper
ation of Dun & Bradstreet in research activities incident to the nat
ural business year campaign. These research activities will be great
ly increased through the material reported in the recent question
naires. All of the information in the questionnaires will be, of
course, delivered to Mr. Mitchell and his associates for investigation
and revision of suggested closing dates where such revision is found
unnecessary.

10. .LITERATURE
The Natural Business Year Council staff finds the original pam
phlets on the natural business year of continued usefulness in promot
ing the campaign.
These pamphlets, plus the following items, form the
mailing set which is sent today to all individuals and groups asking
for information about the natural business year:
Memorandum by Mr. Ralph S. Johns, chairman of the committee on
natural business year of the American Institute of Accountants,
on Federal Income Tax Information Relating To Fiscal Year
Changes of Corporations.
Article on natural business year in Business Week for October
23, 1937.
Abstract of address by Col. Robert H. Montgomery on the natural
business year given before the Cotton Textile Institute on
October 27, 1937.
Reprint of an advertisement appearing in the Richmond newspapers
on A Sound Basis for Balance Sheets inserted by the StatePlanters Bank and Trust Co.
Tentative list of suggested fiscal closing dates.
First sample bulletin on the natural business year issued by Dun
and Bradstreet on the fur coat manufacturing industry.
Respectfully submitted:
Frank A. Gale

From
Natural Business Year Council
135 Cedar Street
New York

April 25, 1938
Note to Financial Editor:
Given below is text of a talk on the natural business year to be
given tonight (MON) by Russell C. Harrington of Providence, chairman
of the Rhode Island Natural Business Year Council and of the commit
tee on natural business year of the Rhode Island Society of Certi
fied Public Accountants.
The talk will be given at a joint meeting of Providence Chapter
of the National Association of Cost Accountants and the Rhode Island
Association of Credit Men at the Metacomet Golf Club, East Providence,
and is released for publication tomorrow (TU), April 26.

In order to give you some background of the natural business year
movement, we are sending with this release several pamphlets pub
lished by this organization.
*

*

Natural Business Year Council
*

*

Mr. Harrington will say:

"Prior to 1909 the use of the natural business year was a

common practice with business men.

The whole situation was abrupt

ly changed by the Revenue Act of 1909 which imposed a tax on net
incomes of corporations and provided that the taxable net income

must be computed on a calendar year basis.

Wile the law did not

say that the books must be closed on a calendar year basis, the
effect was practically the same because most businesses closing

on the natural business year basis found it more convenient to

change their method of accounting to conform to the requirements

of the tax law rather than to take inventories on a calendar year
basis in addition to taking them on their natural year basis.

The

result was that large numbers of corporations changed to the cal

endar year basis over the next few years because no attention was
paid to their protests that the law be amended to recognize clos

ing dates other than December 31st.
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"In 1913 the Revenue Act of 1909 was repealed and the

Revenue Act of 1913 was enacted.

This latter Act recognized the

natural business year principle by a section which provided that
the taxable net income was to be computed on the basis of the ac
counting period customarily employed by the taxpayer, and further

providing for permission to be obtained from the Commissioner for
subsequent changes from a calendar to a fiscal year, or from one

fiscal year to another fiscal year.

This same provision has been

in every Revenue Act since that time, but in the four years in

which the Revenue Act of 1909 was effective the trend to a cal
endar year closing date had set in and it has become a habit of

thought with many business men and almost a tradition that the end
of a calendar year must necessarily mark the end of a business year.

"In the business world of today, accurate accounting is of
paramount importance and many businesses have suffered severely

and some have even failed because of lack of reliable accounting
and cost accounting information.

With government regulation of

business, substantial increases in taxes, wages and other operating
costs, the trend is very definitely towards decreased profit margins.

It is harder to make a profit in business today than it used to be.
We are all in business to make a profit and there is a challenge to

business to put its house in order, to eliminate waste and ineffic
iency.

The excessive cost of waste of time and materials looms as

a factor today in declining profits.

Since the use of an unnatural

business year is expensive and inefficient, it is logical that

bankers, credit men and accountants should join in a concerted move
ment to promote the more general use of the natural business year.
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"The Natural Business Year Council was organized in 1935
and is representative of bankers, credit men, certified public
accountants, cost accountants,

business management.

trade association executives and

It has the active support of the National

Association of Cost Accountants, Robert Morris Associates, Nat

ional Association of Credit Men, American Institute of Accountants,

American Management Association and the National Credit Office.
Since 1935, through the efforts of the Natural Business Year Council,
a number of the states have organized local councils to actively pro

mote the campaign in their particular localities.

"The purpose of the Council is two-fold; 1st - by research
to determine the natural business years of the various sub

divisions of industry; 2nd - by education to encourage wide
spread adoption of the business years thus determined..

"Dun & Bradstreet., Inc. is cooperating in this campaign as an
impartial fact finding agency in making research studies in various

industries to determine their natural business years.

This organi

zation has just issued its first bulletin which is a report on a

study made of the fur coat manufacturing industry.

"The Natural Business Year Council has prepared a definition
of the natural business year which I quote as follows:-

'The Natural Business Year for any particular enterprise and
its individual units is that period of twelve consecutive
months which coincides with the annual cycle of operations
of that enterprise.
Generally the Natural Business Year will
end when the business activities of the enterprise are at the
lowest point in their annual cycle and when inventories, re
ceivables and liabilities are reduced to their annual minimum.
The natural year-end occurs just before the beginning of heavy
inventory replenishment in preparation for a new season.'

-4"Every industry and every business concern has a normal

annual cycle of operations.

It might be said that there is a def

inite pause between cycles.

That is to say, when the cycle is com

pleted business comes momentarily to a halt before the wheels of
business start moving again into the next cycle.

It is at this

period of momentary cessation of business that management pauses
to reflect on the results of its activities for the preceding twelve

Management then takes count of stock - not only stock of

months.

merchandise but stock of itself, its weaknesses and its strong points

as evidenced by the results obtained.

In other words, an appraisal,

and it is on the basis of such an appraisal that the course is chart
ed for the next cycle.

It is obvious, I think, that such an apprais

al can not effectively be made during the pressure of a busy period,

and to attempt to do so may well be a waste of time and energy which

is one of the costs of doing business we are seeking to reduce to a
minimum.

"In many industries the annual cycle is readily apparent such

as the coal dealers, automobile manufacturers, colleges and retail
dry goods houses.

I have already mentioned the obvious natural

cycle for the coal dealer.

The automobile manufacturer has a

natural cycle which is a month or two just prior to the opening of
the new lines in November.

The Natural Business Year Council has

suggested September 30th as the natural business year for the auto

mobile manufacturer because on that date inventories of the current
year models will have been substantially liquidated because of the

slowing down of their production in the summer time and the pressure
on the part of dealers to liquidate their stocks before the new

models are introduced to the trade.

A new cycle starts for the
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automobile manufacturer when he begins tooling up for the new model

and he is actively in his selling season for the new models when the
automobile shows make their annual appearance in November.

For an

automobile manufacturer to close his books and prepare his annual
statements on a calendar year basis results in his profit and loss

statement combining the profits on one model for nine months and on
another model for a three month period.

"The retail dry goods trade has for years recognized the
natural business year and today about 80% of the department and
specialty stores in the country use January 31st as the closing
date.

It is not difficult to see why this date is more logical

than the calendar year in this type of business.

The greatest

demand for the commodities carried by these stores comes during
the Christmas season and inventories are substantially increased
during the fall in anticipation of the Christmas business.

By the

end of December these inventories have been substantially reduced
but at that time are not in condition for a most accurate appraisal

of their value.

If the Christmas trade has been disappointing some

of the stocks of merchandise purchased for the holiday trade will be
in the inventory.

Merchandise will be brought in during the weeks

follosing Christmas for exchange and many adjustments may have to be
made to meet customers' demands.

It is obvious that to attempt to

price an inventory under these conditions would result in a substan

tial amount of guess work as to actual values.
"By closing on a January 31st basis, the retail store has the

month of January in which to clean house and to liquidate through
special sales merchandise which can not be reasonably carried forward
into another season.

Therefore, the actual value of this merchandise
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is definitely known by the closing date.

Also, receivables which are

usually at their highest point on December 31st, have been substan

tially reduced by the end of January and the problem of appraising

with reasonable accuracy the value of the accounts has been very much

simplified.
’’There are many industries in which the annual cycle is not
so readily apparent as the ones I have mentioned.

In the case of

these industries analysis and research must be made in order to de
termine definitely their natural business years.

It is this work

which Dun & Bradstreet, Inc. is doing for the Natural Business Year

Council.

I mentioned the first bulletin issued by Dun & Bradstreet,

Inc. containing a report on the research into the fur coat manufac

turing industry.

This report illustrates among other things a lack

of uniformity in the adoption of closing dates within this industry.
A special compilation from the 1935 Census of Manufactures shows that

of 260 concerns manufacturing fur coats, 147 used January 31st as a
closing date and that September 30th and December 31st were the only
two months in the year in which none of these manufacturers closed

their books.

In other words, every month in the year with the ex

ception of these two months were used as closing dates by some of
these manufacturers.

Closing dates in January, February, March

and April were used by 230 of the 260, showing that a majority of
the industry had recognized the early months of the year as the end
of their natural business cycle.

"As a result of the survey by Dun & Bradstreet, Inc., Jan
uary 31st is recommended with February 28th as an alternate recom
mendation and the point is made that January 31st is the date al

ready used by a substantial number of concerns in the industry.
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A further point is made that receivables, inventories and liabilities
are at or near the lowest point in the year on that date.

”I do not believe that it would be fair to reach the definite
conclusion that the natural business year, as shown by such studies

as to the specific industries, could necessarily apply to each and
every company in the industry because it must be recognized that
certain concerns may operate under conditions slightly different

than the average of the industry and that their natural business

cycle might end on a date different than the average.

These re

search studies, however, should form an excellent basis for estab

lishing a general principle and each company in the industry can then
make its own determination.

"A few years ago the Bureau of Business Research of the Col
lege of Commerce and Business Administration of the University of
Illinois made an investigation of the matter of the natural business
year.

In the course of this investigation questionnaires had been

sent to a number of leading business organizations throughout the
country for the purpose of ascertaining the dates on which such

organizations closed their books of account and of obtaining infor

mation as to the most suitable closing dates for such organizations.
A total of 439 organizations replied to these questionnaires and on

the basis of these replies it was indicated that 72% were then us
ing the calendar year.

A tablulation, based upon answers to the

questions as to the most suitable closing dates, indicated that only
44% of these organizations should use the calendar year as the logical

closing date.

These figures are significant and will give you an

idea of the opportunities which the Natural Business Year Council

feels it has to vigorously promote the use of the natural business

year and to be a factor in contributing to a reduction of one im
portant source of waste and inefficiency in business.
"The advantages of the use of the natural business year may

be briefly summarized as follows:-

1 - The natural business cycle will have been completed
and the business will be at its lowest point of activity.
2 - The greatest possible liquidity will be shown in year
end balance sheets.
3 - Inventories, receivables and liabilities will be at their
lowest level of the year.

4 - Accounting departments are better able to give adequate
consideration to year-end adjustments and preparation of
annual reports.
5 - Auditors are better able to give prompt service to
clients and have a better opportunity to discuss matters
of accounting, taxes and business policy with management.
6 - Bankers can give more time to analysis of annual state
ments and passing on applications for loans.

7 - Credit reporting agencies are better able to give prompt
service in analysis of statements for their members or
clients.
8 - There is less pressure on the accounting department and
tax counsel in preparation of state and federal income tax
returns.

9 - Statistical data for comparative purposes can be more
accurately prepared.
"It is clear that the end of a business cycle is the logical

time to take inventories, close accounts and determine profits and
losses.

The principal question to be determined is on what date the

business cycle really ends.

This fact can be established by re

search as to each particular business.

"The advantage of presenting a financial statement showing the
greatest possible liquidity can not be over emphasized.

This means

that in so far as possible, under present day operating conditions,
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the profits have been realized in cash and in the final analysis
a cash profit is the only profit we can be really sure of.

Under

these conditions, dividends may be safely paid and cash will be
available to pay state and federal taxes on income.

been particularly important

This has

in the last few years under the pro

visions of the undistributed profits tax and those corporations
which were not able to reduce their profits to cash were forced
either to pay a high undistributed profits tax, or to pay dividends

in borrowed money.

’’The taking of inventories in many businesses is an expen
sive operation and results in many cases in closing down plants

while the inventory is being weighed, counted and measured.

To

have such a stoppage of operations occur during a busy period is a
very definite waste which could be avoided.

When the inventories

are at their lowest point and the operations of business are also

substantially reduced, the taking of inventories is a less expen
sive operation and does not interfere with the normal functions of
the business.

When stocks are low, physical quantities may be more

accurately determined.

’’The problems of inventory valuation are not too simple under
the best of conditions and require in many cases fine judgment, par
ticularly in pricing obsolete and slow moving merchandise.

With a

completed business cycle behind it and the new cycle about to begin,

a more definite knowledge of this type of merchandise in the inven
tory is possible and tie management has the time for an adequate

consideration of the basis to be used for pricing this merchandise

and to formulate plans for its liquidation.

The determination of

-10the possible losses which will be taken in liquidating receivables

is also simplified if the accounts are at their low point and the

greater portion of the season’s sales have already been converted

into cash.
"For the past twenty years I have given a great deal of per

sonal attention to the natural business year as the proper basis
for annual accounting.

I have made analyses of sales, production,

inventories, receivables and payables to point the way to finding
the natural business year and I have sat in with executives of big

and little businesses in frank discussion of these problems.
"Where my investigations indicated that the calendar year was
not the natural business year, I have urged a change in closing

dates and in many cases my recommendations have been adopted.

I

do not know of a single instance where the client has not been per
fectly happy that the change was made or would consider for a moment
going back to the calendar year basis.”

#

From
Office of the President
RHODE ISLAND SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
2400 Industrial Trust Building
Providence

BUSINESS INFORMATION FOR THE EXECUTIVE

Text of an address on the natural
business year given before a joint
meeting of Providence Chapter of
the National Association of Cost
Accountants and Rhode Island Asso
ciation of Credit Men at the Meta
comet Golf Club, East Providence,
on Monday night, April 25, 1938

By
Russell C. Harrington of Providence
Chairman, Rhode Island Natural Business Year Council
and
Chairman, Committee on Natural Business Year
Rhode Island Society of Certified Public Accountants

I welcome this opportunity to come before this group of credit
men and industrial accountants to talk on the subject of the nat
ural business year.
My interest in the natural business year dates
back many years, and is probably the result of the first business
contact I had as a clerk in the accounting department of a whole
sale and retail coal company.
This company closed its books on
the annual accounting basis of a twelve month period ended on March
31st.
In those days March 31st represented very definitely the end
of the business cycle and April 1st the beginning of the next busi
ness cycle.
Prices of coal at the mine went down to their lowest
point on April 1st and automatically increased each succeeding
month until the maximum increase had been attained which was some
time in the late summer or early fall.
For the four years that I was in the employ of this company,
I received an extensive education in the relationship between
practical accounting and the business cycle.
I presume that prac
tically all coal dealers have always closed their books on the
basis of the cycle peculiar to their particular industry and that
my employer was no different than the others in this respect. For
a coal dealer to close his books on a calendar year basis would
seem to me to be entirely illogical because at December 31st his
inventories, receivables and payables would be at about the highest
level of the entire year.

-2Take the matter of inventories - the inventories of a coal
dealer are difficult to take accurately under the best of con
ditions with low quantities and to take inventories when the
quantities are high greatly increases the possibility of substan
tial errors in the quantity computations.

Then we have the matter of degradation, the loss in the
larger sizes of coal due to breakage with this broken coal going
into the smaller sizes and the final actual loss resulting from
this gradual degradation process.
The coal dealer must know with
reasonable accuracy his percentages of degradation and he must
provide for them monthly in order to keep his inventories and cost
of sales accounts on an accurate basis.
To do this the coal deal
er would use standard degradation percentages, adjusted at the end
of each year to actual, as shown by the inventories.
In other
words, the final determination of the actual degradation figures
rests with the results as shown by physical inventories and if in
ventories are taken at the high point, there is the possibility of
a substantial margin or error.
It would be very difficult for a coal dealer on a calendar
year basis to produce accurate figures either as to costs, balance
sheets or operating statements.
Coal dealers have solved this
problem in the only practical way and that is to close their books
at the end of their natural business cycle, either March 31st or
April 30th, so that inventories may be taken at their lowest point
and, therefore, with much greater accuracy and so that all adjust
ments are reflected in the profit and loss accounts of the proper
season.

Prior to 1909 the use of the natural business year was a com
mon practice with business men.
The whole situation was abruptly
changed by the Revenue Act of 1909 which imposed a tax on net in
comes of corporations and provided that the taxable net income
must be computed on a calendar year basis. While the law did not
say that the books must be closed on a calendar year basis, the
effect was practically the same because most businesses closing on
a natural business year basis found it more convenient to change
their method of accounting to conform to the requirements of the
tax law rather than to take inventories on a calendar year basis
in addition to taking them on their natural year basis.
The re
sult was that large numbers of corporations changed to the calendar
year basis over the next few years because no attention was paid to
their protests that the law be amended to recognize closing dates
other than December 31st.
In 1913 the Revenue Act of 1909 was repealed and the Revenue
Act of 1913 was enacted.
This latter Act recognized the natural
business year principle by a section which provided that the tax
able net income was to be computed on the basis of the accounting
period customarily employed by the taxpayer, and further providing
for permission to be obtained from the Commissioner for subsequent
changes from a calendar to a fiscal year, or from one fiscal year
to another fiscal year. This same provision has been in every
Revenue Act since that time, but in the four years in which the

-3Revenue Act of 1909 was effective the trend to a calendar year
closing date had set in and it has become a habit of thought with
many business men and almost a tradition that the end of a cal
endar year must necessarily mark the end of a business year.

In the business world of today, accurate accounting is of
paramount importance and many businesses have suffered severely
and some have even failed because of lack of reliable accounting
and cost accounting information.
With government regulation of
business, substantial increases in taxes, wages and other operat
ing costs, the trend is very definitely towards decreased profit
margins.
It is harder to make a profit in business today than it
used to be. We are all in business to make a profit and there is
a challenge to business to put its house in order, to eliminate
waste and inefficiency.
The excessive cost of waste of time and
materials looms as a factor today in declining profits.
Since the
use of an unnatural business year is expensive and inefficient, it
is logical that bankers, credit men and accountants should join in
a concerted movement to promote the more general use of the natural
business year.

The Natural Business Year Council was organized in 1935 and is
representative of bankers, credit men, certified public accountants,
cost accountants, trade association executives and business manage
ment.
It has the active support of the National Association of Cost
Accountants, Robert Morris Associates, National Association of Cred
it Men, American Institute of Accountants, American Management Assoc
iation and the National Credit Office.
Since 1935, through the ef
forts of the Natural Business Year Council, a number of the states
have organized local councils to actively promote the campaign in
their particular localities.
The purpose of the Council is two-fold; 1st - by research
to determine the natural business years of the various sub
divisions of industry; 2nd - by education to encourage wide
spread adoption of the business years thus determined.
Dun & Bradstreet, Inc. is cooperating in this campaign as an
impartial fact finding agency in making research studies in var
ious industries to determine their natural business years.
This
organization has just issued its first bulletin which is a report
on a study made of the fur coat manufacturing industry.

The Natural Business Year Council has prepared a definition
of the natural business year which I quote as follows:"The Natural Business Year for any particular enterprise and
its individual units is that period of twelve consecutive months
which coincides with the annual cycle of operations of that enter
prise.
Generally the Natural Business Year will end when the
business activities of the enterprise are at the lowest point in
their annual cycle and when inventories, receivables and liabil
ities are reduced to their annual minimum.
The natural year-end
occurs just before the beginning of heavy inventory replenishment
in preparation for a new season.”
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Every industry and every business concern has a normal annual
cycle of operations.
It might be said that there is a definite
pause between cycles. That is to say, when the cycle is completed
business comes momentarily to a halt before the wheels of business
start moving again into the next cycle.
It is at this period of
momentary cessation of business that management pauses to reflect
on the results of its activities for the preceding twelve months.
Management then takes count of stock - not only stock of merchan
dise but stock of itself, its weaknesses and its strong points as
evidenced by the results obtained.
In other words, an appraisal,
and it is on the basis of such an appraisal that the course is
charted for the next cycle.
It is obvious, I think, that such an
appraisal can not effectively be made during the pressure of a busy
period, and to attempt to do so may well be a waste of time and
energy which is one of the costs of doing business we are seeking
to reduce to a minimum.
In many industries the annual cycle is readily apparent such as
the coal dealers, automobile manufacturers, colleges and retail dry
goods houses,
I have already mentioned the obvious natural cycle
for the coal dealer. The automobile manufacturer has a natural
cycle which is a month or two just prior to the opening of the new
lines in November.
The Natural Business Year Council has suggested
September 30th as the natural business year for the automobile man
ufacturer because on that date inventories of the current year models
will have been substantially liquidated because of the slowing down
of their production in the summer time and the pressure on the part
of dealers to liquidate their stocks before the new models are intro
duced to the trade. A new cycle starts for the automobile manufac
turer when he begins tooling up for the new model and he is actively
in his selling season for the new models when the automobile shows
make their annual appearance in November.
For an automobile manufac
turer to close his books and prepare his annual statements on a cal
endar year basis results in his profit and loss statement combining
the profits on one model for nine months and on another model for a
three month period.

The retail dry goods trade has for years recognized the natural
business year and today about 80% of the department and specialty
stores in the country use January 31st as the closing date.
It is
not difficult to see why this date is more logical than the calendar
year in this type of business.
The greatest demand for the commodi
ties carried by these stores comes during the Christmas season and
inventories are substantially increased during the fall in anticipa 
tion of the Christmas business.
By the end of December these inven
tories have been substantially reduced but at that time are not in
condition for a most accurate appraisal of their value.
If the
Christmas trade has been disappointing some of the stocks of merchan
dise purchased for the holiday trade will be in the inventory. Mer
chandise will be brought in during the weeks following Christmas
for exchange and many adjustments may have to be made to meet cus
tomers’ demands.
It is obvious that to attempt to price an inven
tory under these conditions would result in a substantial amount of
guess work as to actual values.
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By closing on a January 31st basis, the retail store has the
month of January in which to clean house and to liquidate through
special sales merchandise which can not be reasonably carried for
ward into another season.
Therefore, the actual value of this mer
chandise is definitely known by the closing date. Also, receiva
bles which are usually at their highest point on December 31st,
have been substantially reduced by the end of January and the prob
lem of appraising with reasonable accuracy the value of the accounts
has been very much simplified.

There are many industries in which the annual cycle is not so
readily apparent as the ones I have mentioned.
In the case of
these industries analysis and research must be made in order to de
termine definitely their natural business years.
It is this work
which Dun & Bradstreet, Inc. is doing for the Natural Business Year
Council.
I mentioned the first bulletin issued by Dun & Bradstreet,
Inc. containing a report on the research into the fur coat manufac
turing industry. This report illustrates among other things a lack
of uniformity in the adoption of closing dates within this industry.
A special compilation from the 1935 Census of Manufactures shows that
of 260 concerns manufacturing fur coats, 147 used January 31st as a
closing date and that September 30th and December 31st were the only
two months in the year in which none of these manufacturers closed
their books.
In other words, every month in the year with the ex
ception of these two months were used as closing dates by some of
these manufacturers .
Closing dates in January, February, March and
April were used by 230 of the 260, showing that a majority of the
industry had recognized the early months of the year as the end of
their natural business cycle.
As a result of the survey by Dun & Bradstreet, Inc., January
31st is recommended with February 28th as an alternate recommenda
tion and the point is made that January 31st is the date already
used by a substantial number of concerns in the industry. A fur
ther point is made that receivables, inventories and liabilities
are at or near the lowest point in the year on that date.
I do not believe that it would be fair to reach the definite
conclusion that the natural business year, as shown by such studies
as to the specific industries, could necessarily apply to each and
every company in the industry because it must be recognized that
certain concerns may operate under conditions slightly different
than the average of the industry and that their natural business
cycle might end on a date different than the average. These re
search studies, however, should form an excellent basis for estab
lishing a general principle and each company in the industry can
then make its own determination.
A few years ago the Bureau of Business Research of the College
of Commerce and Business Administration of the University of Illinois
made an investigation of the matter of the natural business year.
In the course of this investigation questionnaires had been sent to
a number of leading business organizations throughout the country
for the purpose of ascertaining the dates on which such organizations
closed their books of account and of obtaining information as to the
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most suitable closing elates for such organizations.
A total of
439 organizations replied to these questionnaires and on basis
of these replies it was indicated that 72% were then using the
calendar year. A tabulation, based upon answers to the question
as to the most suitable closing dates, indicated that only 44%
of these organizations should use the calendar year as the logical
closing date. These figures are significant and will give you an
idea of the opportunities which the Natural Business Year Council
feels it has to vigorously promote the use of the natural business
year and to be a factor in contributing to a reduction of one im
portant source of waste and inefficiency in business.

The advantages of the use of the natural business year may be
briefly summarized as follows:*
1 -The natural business cycle will have been completed and the
business will be at its lowest point of activity.

2 -The greatest possible liquidity will be shown in year-end
balance sheets.
3 -Inventories, receivables and liabilities will be at their
lowest level of the year.

4 -Accounting departments are better able to give adequate con
sideration to year-end adjustments and preparation of annual
reports.
5 -Auditors are better able to give prompt service to clients
and have a better opportunity to discuss matters of account
ing, taxes and business policy with management.
6 -Bankers can give more time to analysis of annual statements
and passing on applications for loans.

7 -Credit reporting agencies are better able to give prompt
service in analysis of statements for their members or clients.
8 -There is less pressure on the accounting department and tax
counsel in preparation of state and federal income tax returns.

9 -Statistical data for comparative purposes can be more accur
ately prepared.
It is clear that the end of a business cycle is the logical
time to take inventories, close accounts and determine profits and
losses. The principal question to be determined is on what date
the business cycle really ends. This fact can be established by
research as to each particular business.
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The advantage of presenting a financial statement showing the
greatest possible liquidity can not be over emphasized.
This means
that in so far as possible, under present day operating conditions,
the profits have been realized in cash and in the final analysis a
cash profit is the only profit we can be really sure of. Under
these conditions, dividends may be safely paid and cash will be
available to pay state and federal taxes on income.
This has been
particularly important in the last few years under the provisions
of the undistributed profits tax and those corporations which were
not able to reduce their profits to cash were forced either to pay
a high undistributed profits tax, or to pay dividends in borrowed
money.

The taking of inventories in many businesses is an expensive
operation and results in many cases in closing down plants while
the inventory is being weighed, counted and measured. To have such
a stoppage of operations occur during a busy period is a very def
inite waste which could be avoided.
When the inventories are at
their lowest point and the operations of business are also substan
tially reduced, the taking of inventories is a less expensive oper
ation and does not interfere with the normal functions of the busi
ness. When stocks are low, physical quantities may be more accur
ately determined.
The problems of inventory valuation are not too simple under
the best of conditions and require in many cases fine judgment,
particularly in pricing obsolete and slow moving merchandise. With
a completed business cycle behind it and the new cycle about to be
gin, a more definite knowledge of this type of merchandise in the
inventory is possible and the management has the time for an ade
quate consideration of the basis to be used for pricing this mer
chandise and to formulate plans for its liquidation. The determina
tion of the possible losses which will be taken in liquidating re
ceivables is also simplified if the accounts are at their low point
and the greater portion of the season’s sales have already been con
verted into cash.

For the past twenty years I have given a great deal of person
al attention to the natural business year as the proper basis for
annual accounting.
I have made analyses of sales, production, in
ventories, receivables and payables to point the way to finding the
natural business year and I have sat in with executives of big and
little businesses in frank discussion of these problems.

Where my investigations indicated that the calendar year was
not the natural business year, I have urged a change in closing
dates and in many cases my recommendations have been adopted.
I
do not know of a single instance where the client has not been per
fectly happy that the change was made or would consider for a moment
going back to the calendar year basis.
#

March '38
From
NATURAL BUSINESS YEAR COUNCIL
135 Cedar Street
New York
Immediate release

NEW YORK, May

-The Natural Business Year Council, acting with

the cooperation of the research and statistical division of Dun &
Bradstreet, has initiated a new series of bulletins intended to

recommend natural fiscal year closing dates for the accounts and
annual statements of a wide variety of lines of business and indus

try.

The first of the bulletins, just made public, is devoted to

fur coat manufacturing.
The natural fiscal year closing date recommended for fur coat

manufacturers is January 31, with February 28 as an alternate date.
January 31 is already used by a substantial number of concerns in

the industry, the receivables, inventories and liabilities of which
are shown in the bulletin to reach their low point for the year at

that date.
The first bulletin, which is being mailed from headquarters of
the Natural Business Year Council at 135 Cedar Street here to more

than 5,000 accountants, including the full membership of the Amer
ican Institute of Accountants and the officers of state societies

of certified public accountants and their chapters, details season
al variations in the fur coat manufacturing field.

These variations are described as follows:
"Sales.- Following a January low point in sales, the fur coat

manufacturing season begins with the making of samples during

March and April.

These samples are kept secret until June, when

they are exhibited at the fashion shows.

Orders booked at these
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shows go into immediate production in June and July to provide for

fall stocks of retailers and for the August fur coat promotion,
featured in department stores and fur shops in the larger cities.

"Inventories .- Some idea of fur garment manufacturers'

inven

tories of skins may be gained from the seasonal sales cycle of skin

purchases.

Heavy buying during the first half of the year, when

garment production is small, brings manufacturers* inventories of

raw material to a peak in May or June, diminishing to a low point

by the end of January or the middle of February.

Maximum inven

tories of skins., work in process and finished coats combined, how

ever, are held in October and November.
"Receivables.- Seasonal variations in the volume of receivables

lag behind sales because of the prevalence of long credit terms.
Although a considerable volume of fur goods is sold to department

stores on terms of 8 per cent 10 days EOM and practically all pay

ments from such customers are received within the discount period,
a substantial part of the goods is sold on terms up to 4 months on

open credit or against retailers’ promissory notes.

As a result the

manufacturer’s backlog of receivables resulting from his August sales
is not liquidated before the middle of December or the end of the

year.

Receivables resulting from replacement sales to clothing re

tailers during the fall clothing season and Christmas holiday rush
run over in a considerable volume into January, probably reaching
their low point for the year between the end of January and the

middle of March, depending on the clientele of the particular con
cern.
"Liabilities.-

Current liabilities, in the form of payables to

the skin dealers, and bank borrowings reach a peak sometime during

-3October, November or the early part of December and a low point
about the end of January when receivables have been largely col

lected and the proceeds immediately applied to reduce current debt.”
Initiation of the new bulletin series is in line with the cam

paign of the Natural Business Year Council to point out to business
management the advantage of keeping the accounts of companies on

the basis of their natural fiscal years of twelve months each,
rather than close their books arbitrarily on December 31, the end

of the calendar year, as is the case with a majority of companies
at present.
The natural business year of a company for accounting purposes

should end, the Council states, when its inventories, receivables
and current liabilities are at a low ebb and personnel is not

rushed.

Banks, credit reporting agencies and others concerned with

granting credit, according to the Council, can analyze the true
health of a business concern more accurately and readily from a

balance-sheet taken at such a time than, for instance, at the peak
of business, when inventories, receivables or liabilities—or all

three--are greatly expanded, or during a period when balance-sheet
items are subject to rapid change.
The Natural Business Year Council points out that no signifi
cant tax problem is involved in the change by a company from the

calendar year to the natural fiscal closing date basis of account
ing.

The calendar year was required of all companies under a Fed

eral revenue act passed in 1909, before which time practically all
companies were on the natural fiscal year basis, but the first in
come tax law in 1913 removed this requirement.

Under present laws,

companies may elect to make their tax returns on the basis of fis
cal years of their own choosing.
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Through Walter Mitchell, Jr., who is supervising the preparation

of the new natural business year bulletins, the research and statis
tical divisi
on of Dun & Bradstreet has announced that industries be
ing studied for early forthcoming bulletins will include radio sets

manufacture,

flour milling, women's trimmed hats,

men’s work clothing,

furniture,

shoes, hosiery,

cotton textiles and wholesale dry

goods.
Members of the American Institute of Accountants are asked in

a questionnaire accompanying the first natural business year bul

letin to list industries and lines of business for which they de

sire information on behalf of their clients.

They also are asked

to report any changes from the calendar year to the natural fiscal

year accounting basis already made among their clients.

Treasury

Department reports indicate that approximately 7,000 such changes
have been made since 1935.

That is the year in which the Natural

Business Year Council was formed.
Henry H. Heimann, executive manager of the National Association

of Credit Men, is chairman of the Natural Business Year Council.
Participating groups include the American Institute of Accountants,
National Association of Cost Accountants and Robert Morris Assoc
iates .

#

Research & Statistical Div.

DUN & BRADSTREET, INC.
290

Broadway, New York

City

SEASONAL FLUCTUATIONS AND
NATURAL FISCAL CLOSING DATES

FUR COAT MANUFACTURERS
This report is one of a series of studies of various industries and trades undertaken in cooperation with

tHE nAtURAL BUSINESS YEAR. COUNCIL to determine appropriate fiscal closing dates.

SEASONAL VARIATIONS
SALES - Following a January low point in sales, the fur coat manufac
turing season begins with the making of samples during March and April. These
samples are kept secret until June when they are exhibited at the fashion shows.
Orders booked at these shows go into immediate production in June and July to
provide for fall stocks of retailers and for the August fur coat promotion ,
featured in department stores and fur shops in the larger cities.

INVENTORIES - Some idea of fur garment manufacturers’
inventories of
skins may be gained from the seasonal sales cycle of skin purchases.
Heavy
buying during the first half of the year, when garment production is small,
brings manufacturers ’ inventories of raw material to a peak in May or June,di
minishing to a low point by the end of January or the middle of February. Max
imum inventories of skins, work in process and finished coats combined, how
ever, are held in October and November.

RECEIVABLES - Seasonal variations in the volume of receivables lag be
hind sales because of the prevalence of long credit terms. Although a consid
erable volume of fur goods is sold to department stores on terms of 8% - 10
days EOM and practically all payments from such customers are received within
the discount period a substantial part of the goods is sold on terms up to 4
months on open credit or against retailers’ promissory notes. As a result the

Note:

See next page for sources of data.

manufacturer’s backlog of receivables resulting from his August sales is not
liquidated before the middle of December or the end of the year. Receivables
resulting from replacement sales to clothing retailers during the fall clothing
season and Christmas holiday rush,run over in a considerable volume into Jan
uary probably reaching their low point for the year between the end of January
and the middle of March,depending on the clientele of the particular concern.
LIABILITIES - Current liabilities ,in the form of payables to the skin
dealers,and bank borrowings reach a peak sometime during October,November or
the early part of December and a low point about the end of January when re
ceivables have been largely collected and the proceeds immediately applied to
reduce current debt.

PRESENT PRACTICE AND PREVIOUS RECOMMENDATIONS
A special compilation from 1935 Census of Manufactures confirms observa
tions from members of the trade that January 31st is the most frequently used
closing date,other than December 31st. The results of this census tabulation
are as follows:

January 31
February 15
February 28
March 31

- 147
3
- 50
- 18

April 30 - 12
May 31-4
June 30-8

July 31
- 4
August 31
- 4
October 31 - 3
November 30-7

SUGGESTED CLOSING DATE:

January 31st (alternate, February 28th), for the following reasons:
1. This date is already used by a substantial number of
concerns in the industry
2. Receivables, inventories and liabilities are at or
near the lowest point in the year

SOURCES (Used in Chart)

SALES - FUR GARMENT MFRS . - Estimated from data of Associated Fur Coat & Trim
ming Manufacturers.
SALES - FUR GARMENTS BY NEW ENGLAND DEPARTMENT STORES - 1923 - 1935, Federal
Reserve Bank of Boston.
PURCHASES OF SKINS - From data on wholesalers’ sales of skins, 1935,
American Fur Merchants Association.

’36,

’37.

Dun & Bradstreet reporters checked the preliminary draft of this bulletin with
members and leading authorities of the trade. Many corrections and additions
from these sources are incorporated above.

BULLETIN NO. 1

MARCH, 1938

NATURAL BUSINESS YEAR COUNCIL
135 Cedar Street, New York

THE NATIONAL CAMPAIGN FOR GREATER
USS OF NATURAL BUSINESS YEARS

The natural business year of an enterprise is the
period of twelve consecutive months which ends when the busi

ness activities of the enterprise have reached the lowest point

in their annual cycle.

In the interests of economy and effi

ciency, the natural business year of an enterprise should be

adopted as its fiscal year.

Business generally was organized on a natural-business
year basis until a comparatively recent date.

When a provision

of the federal corporate tax law of 1909 required all corpora

tions to file returns as of the end. of the calendar year, there

was immediate protest from every quarter.

It was said that a

company for which seasonal conditions dictated a business year
ending at another date could not close its accounts at the end

of the calendar year without costly interference with produc
tive activities.

The statute remained in force for four years.

During

that time congress was repeatedly asked by representatives of
industry to repeal the unreasonable requirement.

The law was

repealed in its entirety in 1913, and the first federal income
tax law was enacted.

The new law specifically provided that

taxpayers should file returns as of the close of whatever fis

cal year they might adopt.
A trend toward use of the calendar year, however, had
been established.

In compliance with the law of 1909, thousands

2.

of corporations had shifted from a natural business year to a
Reluctance to make another change prevented

calendar-year basis.

the majority of these from resuming the natural business year when
the calendar year ceased to be required, and new corporations tended
at the outset to adopt the calendar year as a fiscal year without

consideration of its possible disadvantages.
The first concerted effort to bring about a return of

general use of natural business years was begun in the fall of
1935, when the Natural Business Year Council was organized.

council is representative of bankers,

The

credit men, cost accountants,

certified public accountants, business management and trade asso

ciation executives.
Now York.

Its headquarters are at 135 Cedar Street,

Its purpose is, by research, to determine the natural

business years of the various subdivisions of industry, and by

education,

to encourage general adoption of the natural business

years thus determined.

In this work it asks the support of every

organization representing a trade or industrial group and of every
individual interested in the well-being of American business.
State societies of certified public accountants in par
ticular have been asked to co-operate with the Council.

Certified

public accountants, with their intimate knowledge of every division

of industry, are in sympathy with the objectives of the campaign

and, individually and as a class, would be among the chief benefi
ciaries of widespread adoption of natural business years.

The (name) society has received from the American Insti
tute of Accountants and from the Natural Business Year Council
various suggestions for possible activities and these are now
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under consideration by the officers of the society.

There will

be further announ
cements having to do with the particular steps
which it seems advisable for the society to take in bringing

this matter to the attention of business men of the state.

The

support of every member is requested for this important activity

From
Natural Business Year Council
135 Cedar Street
New York
April 25, 1938
Note to Financial Editor:

Given below is text of a talk on the natural business year to be
given tonight (MON) by Russell 0. Harrington of Providence, chairman
of the Rhode Island Natural Business Year Council and of the commit
tee on natural business year of the Rhode Island Society of Certi
fied Public Accountants.
The talk will be given at a joint meeting of Providence Chapter
of the National Association of Cost Accountants and the Rhode Island
Association of Credit Men at the Metacomet Golf Club, East Providence,
and is released for publication tomorrow (TU), April 26.

In order to give you some background of the natural business year
movement, we are sending with this release several pamphlets pub
lished by this organization.

*

*

Natural Business Year Council
*

*

Mr. Harrington will say:

’’Prior to 1909 the use of the natural business year was a

common practice with business men.

The whole situation was abrupt

ly changed by the Revenue Act of 1909 which imposed a tax on net
incomes of corporations and provided that the taxable net income

must be computed on a calendar year basis.

While the law did not

say that the books must be closed on a calendar year basis, the
effect was practically the same because most businesses closing

on the natural business year basis found it more convenient tn

change their method of accounting to conform to the requirements
of the tax law rather than to take inventories on a calendar year

basis in addition to taking them on their natural year basis.

The

result was that large numbers of corporations changed to the cal

endar year basis over the next few years because no attention was
paid to their protests that the law be amended to recognize clos
ing dates other than December 31st.

-2"In 1913 the Revenue Act of 1909 was repealed and the

Revenue Act of 1913 was enacted.

This latter Act recognized the

natural business year principle by a section which provided that
the taxable net income was to be computed on the basis of the ac

counting period customarily employed by the taxpayer, and further

providing for permission to be obtained from the Commissioner for
subsequent changes from a calendar to a fiscal year, or from one

fiscal year to another fiscal year.

This same provision has been

in every Revenue Act since that time, but in the four years in

which the Revenue Act of 1909 was effective the trend to a cal

endar year closing date had set in and it has become a habit of
thought with many business men and almost a tradition that the end
of a calendar year must necessarily mark the end of a business year.

"In the business world of today, accurate accounting is of
paramount importance and many businesses have suffered severely
and some have even failed because of lack of reliable accounting
and cost accounting information.

With government regulation of

business, substantial increases in taxes, wages and other operating
costs, the trend is very definitely towards decreased profit margins.

It is harder to make a profit in business today than it used to be.
We are all in business to make a profit and there is a challenge to

business to put its house in order, to eliminate waste and ineffic

iency.

The excessive cost of waste of time and materials looms as

a factor today in declining profits.

Since the use of an unnatural

business year is expensive and inefficient, it is logical that

bankers, credit men and accountants should join in a concerted move
ment to promote the more general use of the natural business year.

"The Natural Business Year Council was organized in 1935

and is representative of bankers, credit men, certified public
accountants, cost accountants, trade association executives and
business management.

It has the active support of the National

Association of Cost Accountants, Robert Morris Associates, Nat
ional Association of Credit Men, American Institute of Accountants,

American Management Association and the National Credit Office.
Since 1935, through the efforts of the Natural Business Year Council,
a number of the states have organized local councils to actively pro

mote the campaign in their particular localities.
’’The purpose of the Council is two-fold; 1st - by research

to determine the natural business years of the various sub

divisions of industry; 2nd - by education to encourage wide
spread adoption of the business years thus determined.
”Dun & Bradstreet, Inc. is cooperating in this campaign as an

impartial fact finding agency in making research studies in various

industries to determine their natural business years.

This organi

zation has just issued its first bulletin which is a report on a
study made of the fur coat manufacturing industry.

’’The Natural Business Year Council has prepared a definition
of the natural business year which I quote as follows:-

’The Natural Business Year for any particular enterprise and
its individual units is that period of twelve consecutive
months which coincides with the annual cycle of operations
of that enterprise.
Generally the Natural Business Year will
end when the business activities of the enterprise are at the
lowest point in their annual cycle and when inventories, re
ceivables and liabilities are reduced to their annual minimum.
The natural year-end occurs just before the beginning of heavy
inventory replenishment in preparation for a new season.’

-4"Every industry and every business concern has a normal

annual cycle of operations.

It might be said that there is a def

inite pause between cycles.

That is to say, when the cycle is com

pleted business comes momentarily to a halt before the wheels of

business start moving again into the next cycle.

It is at this

period of momentary cessation of business that management pauses
to reflect on the results of its activities for the preceding twelve
Management then takes count of stock - not only stock of

months.

merchandise but stock of itself, its weaknesses and its strong points

as evidenced by the results obtained.

In other words, an appraisal,

and it is on the basis of such an appraisal that the course is chart

ed for the next cycle.

It is obvious, I think, that such an apprais

al can not effectively be made during the pressure of a busy period,
and to attempt to do so may well be a waste of time and energy which

is one of the costs of doing business we are seeking to reduce to a
minimum.
"In many industries the annual cycle is readily apparent such

as the coal dealers, automobile manufacturers, colleges and retail
dry goods houses.

I have already mentioned the obvious natural

cycle for the coal dealer.

The automobile manufacturer has a

natural cycle which is a month or two just prior to the opening of

the new lines in November.

The Natural Business Year Council has

suggested September 30th as the natural business year for the auto

mobile manufacturer because on that date inventories of the current

year models will have been substantially liquidated because of the
slowing down of their production in the summer time and the pressure

on the part of dealers to liquidate their stocks before the new
models are introduced to the trade.

A new cycle starts for the
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automobile manufacturer when he begins tooling up for the new model
and he is actively in his selling season for the new models when the
automobile shows make their annual appearance in November.

For an

automobile manufacturer to close his books and prepare his annual
statements on a calendar year basis results in his profit and loss

statement combining the profits on one model for nine months and on

another model for a three month period.
’’The retail dry goods trade has for years recognized the
natural business year and today about 80% of the department and

specialty stores in the country use January 31st as the closing

date.

It is not difficult to see why this date is more logical

than the calendar year in this type of business.

The greatest

demand for the commodities carried by these stores comes during

the Christmas season and inventories are substantially increased
during the fall in anticipation of the Christmas business.

By the

end of December these inventories have been substantially reduced

but at that time are not in condition for a most accurate appraisal
of their value.

If the Christmas trade has been disappointing some

of the stocks of merchandise purchased for the holiday trade will be

in the inventory.

Merchandise will be brought in during the weeks

follosing Christmas for exchange and many adjustments may have to be

made to meet customers’ demands.

It is obvious that to attempt to

price an inventory under these conditions would result in a substan

tial amount of guess work as to actual values.

”By closing on a January 31st basis, the retail store has the

month of January in which to clean house and to liquidate through
special sales merchandise which can not be reasonably carried forward

into another season.

Therefore,

the actual value of this merchandise

-6-

is definitely known by the closing date.

Also, receivables which are

usually at their highest point on December 31st, have been substan

tially reduced by the end of January and the problem of appraising

with reasonable accuracy the value of the accounts has been very much
simplified.
"There are many industries in which the annual cycle is not

so readily apparent as the ones I have mentioned.

In the case of

these industries analysis and research must be made in order to de
termine definitely their natural business years.

It is this work

which Dun & Bradstreet, Inc. is doing for the Natural Business Year
Council.

I mentioned the first bulletin issued by Dun & Bradstreet,

Inc. containing a report on the research into the fur coat manufac
turing industry.

This report illustrates among other things a lack

of uniformity in the adoption of closing dates within this industry.

A special compilation from the 1935 Census of Manufactures shows that

of 260 concerns manufacturing fur coats, 147 used January 31st as a
closing date and that September 30th and December 31st were the only

two months in the year in which none of these manufacturers closed

their books.

In other words, every month in the year with the ex

ception of these two months were used as closing dates by some of
these manufacturers.

Closing dates in January, February, March

and April were used by 230 of the 260, showing that a majority of

the industry had recognized the early months of the year as the end
of their natural business cycle.

"As a result of the survey by Dun & Bradstreet, Inc., Jan
uary 31st is recommended with February 28th as an alternate recom

mendation and the point is made that January 31st is the date al
ready used by a substantial number of concerns in the industry.
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A further point is made that receivables, inventories and liabilities
are at or near the lowest point in the year on that date.

"I do not believe that it would be fair to reach the definite
conclusion that the natural business year, as shown by such studies

as to the specific industries, could necessarily apply to each and
every company in the industry because it must be recognized that
certain concerns may operate under conditions slightly different
than the average of the industry and that their natural business

cycle might end on a date different than the average.
search studies, however,

These re

should form an excellent basis for estab

lishing a general principle and each company in the industry can then

make its own determination.
"A few years ago the Bureau of Business Research of the Col

lege of Commerce and Business Administration of the University of
Illinois made an investigation of the matter of the natural business
year.

In the course of this investigation Questionnaires had been

sent to a number of leading business organizations throughout the
country for the purpose of ascertaining the dates on which such

organizations closed their books of account and of obtaining infor

mation as to the most suitable closing dates for such organizations.
A total of 439 organizations replied to these questionnaires and on

the basis of these replies it was indicated that 72% were then us
ing the calendar year.

A tabulation, based upon answers to the

questions as to the most suitable closing dates, indicated that only
44% of these organizations should use the calendar year as the logical
closing date.

These figures are significant and will give you an

idea of the opportunities which the Natural Business Year Council
feels it has to vigorously promote the use of the natural business
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year and to be a factor in contributing to a reduction of one im
portant source of waste and inefficiency in business.
"The advantages of the use of the natural business year may

be briefly summarized as follows:-

1 - The natural business cycle will have been completed
and the business will be at its lowest point of activity.
2 - The greatest possible liquidity will be shown in year
end balance sheets.
3 - Inventories, receivables and liabilities will be at their
lowest level of the year.

4 - Accounting departments are better able to give adequate
consideration to year-end adjustments and preparation of
annual reports.

5 - Auditors are better able to give prompt service to
clients and have a better opportunity to discuss matters
of accounting, taxes and business policy with management.
6 - Bankers can give more time to analysis of annual state
ments and passing on applications for loans.
7 - Credit reporting agencies are better able to give prompt
service in analysis of statements for their members or
clients.
8 - There is less pressure on the accounting department and
tax counsel in preparation of state and federal income tax
returns.

9 - Statistical data for comparative purposes can be more
accurately prepared.
”It is clear that the end of a business cycle is the logical

time to take inventories, close accounts and determine profits and
losses.

The principal question to be determined is on what date the

business cycle really ends.

This fact can be established by re

search as to each particular business.
’’The advantage of presenting a financial statement showing the

greatest possible liquidity can not be over emphasized.

This means

that in so far as possible, under present day operating conditions,

-9the profits have been realized in cash and in the final analysis
a cash profit is the only profit we can be really sure of.

Under

these conditions, dividends may be safely paid and cash will be
available to pay state and federal taxes on income.

been particularly important

This has

in the last few years under the pro

visions of the undistributed profits tax and those corporations

which were not able to reduce their profits to cash were forced
either to pay a high undistributed profits tax, or to pay dividends
in borrowed money.

"The taking of inventories in many businesses is an expen
sive operation and results in many cases in closing down plants

while the inventory is being weighed,

counted end measured.

To

have such a stoppage of operations occur during a busy period is a

very definite waste which could be avoided.

When the inventories

are at their lowest point and the operations of business are also

substantially reduced, the taking of inventories is a less expen

sive operation and does not interfere with the normal functions of

the business.

When stocks are low, physical quantities may be more

accurately determined.

"The problems of inventory valuation are not too simple under

the best of conditions and require in many cases fine judgment, par
ticularly in pricing obsolete and slow moving merchandise.

With a

completed business cycle behind it and the new cycle about to begin,
a more definite knowledge of this type of merchandise in the inven

tory is possible and the management has the time for an adequate
consideration of the basis to be used for pricing this merchandise

and to formulate plans for its liquidation.

The determination of

-10the possible losses which will be taken in liquidating receivables

is also simplified if the accounts are at their low point and the
greater portion of the season's sales have already been converted

into cash.
"For the past twenty years I have given a great deal of per

sonal attention to the natural business year as the proper basis
for annual accounting.

I have made analyses of sales, production,

inventories, receivables and payables to point the way to finding
the natural business year and I have sat in with executives of big
and little businesses in frank discussion of these problems.

"Where my investigations indicated that the calendar year was

not the natural business year, I have urged a change in closing

dates and in many cases my recommendations have been adopted.

I

do not know of a single instance where the client has not been per
fectly happy that the change was made or would consider for a moment

going back to the calendar year basis."

NATURAL BUSINESS YEAR

COUNCIL

13 East 41st Street, New York, N. Y.

FOR

RELEASE:

Note to Editor:

This is to remind you that the City of New York will start to

keep its accounts on a natural business year basis starting with

July 1.

This means the city will close its books annually for the

fiscal year ending June 30 instead of December 31.

The change, authorized by the new city charter, is being made

in order to have the accounting year of the city corporation conform

to that of the United States Government and the New York State

government, on the ground that proper budgetary planning is made

easier when the reports of the Federal, state and city governments

cover the same period.
For your information, the Municip
al Finance Officers Association

of the United States and Canada reports that the fiscal years of 37

states, as well as that of the United States Government, close at
June 30.

On the other hand, 62 of the 94 cities rated with population

of more than 100,000 each close their fiscal periods at December 31,

Only 13 of the 94 cities close their books at June 30.

The Natural Business Year Council
Henry H. Heimann, Chairman

NATURAL
YEAR COUNCIL
135 Cedar Street,
New York, New York

What is your Natural Business Year?

The Natural

Business Year Council defines the natural busi

ness year of any particular enterprise as the period of twelve consecu
tive months which coincides with the annual cycle of operations in that

enterprise.
It is further explained as a date when the business acti

vities of the concern are at the lowest point and when inventories,

receivables and liabilities are reduced to their annual minimum.

It

occurs just before the beginning of heavy inventory replenishment in
preparation for

a new season.

Each industry has a natural business

year determined by the peculiar conditions under which it

operates.

If your concern takes its inventory and closes its books

at December 31st and

fined by the Corneil,

this date is not its Natural Business Year as de
you are among those to whom the Council is ad

dressing its arguments.
The Natural Business Year Council consists of representatives
of bankers,

credit men, accountants,

and other interests.

Its

members,

trade associations, management

trough acting as individuals, are

executives of accredited national organizations in these fields.

have undertaker
because,

to promote wide adoption of

they say,

They

the Natural Business Year

it has become apparent that business suffers an

immeasurable loss each year from arbitrary and unreasoning use of the
calendar year as the fiscal period.

2.

Some of the advantages to management of adoption of the
Natural Business Year,

to which the Natural Business Year Council

calls attention are as follows:

INVENTORIES - Inventories taken at the close of a Natural Busi
ness Year
(a) Can be take with least interference with productive acti
vities

(b) Can be taken with greater ease since at the end of a Natural
Business Year the quantity of goods on hand will be lowest
and inventory taking will thus be simplified

(c) Reveal true valuations since market prices are more easily
determined
CLOSINGS AND STATEMENTS - Clearly books can be more advantageously
closed on the last day of a Natural Business Year, while financial
statements based thereon are far more informative than those which re
veal conditions in the midst of a period of activities because
(a) They reflect the outcome of a complete cycle of operations

(b) They more accurately show the results achieved by commodity
sales and policies initiated at the beginning of the period
(c) The items in the statements can be more quickly, completely
and accurately determined because of the more efficient
inventory-taking and because receivables and liabilities
are at a minimum
(d) Such statements will show greatest normal liquidity attain
able and hence serve better for accurate credit ratings.
AUDITS - Since the general adoption of the Natural Business Year
will spread the dates of financial statements through every month of
the year instead of crowding them into the first three months, it is
evident that certified public accountants can give more individual atten
tion to the problems of each client.

CREDIT DETERMINATION - What is true of audits of Natural Business
Year statements by accountants is equally true of the analyses thereof
made by credit departments of financial institutions as well as by the
staffs of credit investigating and reporting agencies.
They too can
develop more accurate data concerning those who seek credit for the in
formation of those who grant it if they can base their decisions on more
timely and deliberate studies of Natural Business Year statements which
tell correct rather than badly timed and distorted stories of the con
ditions of a business.

GUIDING POLICIES - The experiences of a past fiscal year are the
basis of determination of policies and practices to be followed during
the next fiscal year.
Such prudent review and planning are greatly

3.

aided by the use of the Natural Business Year, because

(a) There is more free tine for the purpose
(b) Inventories, statements, and reports of auditors, being
based on the proper close of a cycle of operations, make
possible statistical data of far greater value to manage
ment than those based on an unnatural or improper business
year

(c) Accountants, under less pressure in making audits, will
have better opportunity to serve clients and be helpful
with guiding advice
(d) The banker with the complete and accurate picture of a
Natural business Year before him can be more deliberate
in dealing with credit requests with resulting benefit to
the borrower

(e) A combination of all these factors facilitates and makes
far sounder the preparation and adoption of a budget and
work program for a new Natural Justness Year
The Council states that there is no real obstacle to the adop
tion of the Natural business Year by any enterprise.

It has often been

said and is, unfortunately, widely believed that Federal and State regu

lations governing income and other tax returns make it necessary to keep
one’s books on a calendar year basis.

The fallacy of this, at least

as far as the Federal income tax regulations are concerned,

is estab

lishes by the following quotations from the Federal Income Tax Laws:
Section 41 states: The net income shall be computed upon the basis
of the taxpayer's annual accounting period (fiscal year or calen
dar year, as the case may be).......... "

Evidence of the ability to change from one fiscal year to

another lies in section 46, which reads:
"If a taxpayer changes his accounting
period from fiscal year to
calendar year, from calendar year to fiscal year, or from one fis
cal year to another, the net income shall, with the approval of
two Commissioner, be computed on the basis of such new accounting
period.... "

To facilitate

the determination of the natural Fiscal Year by

any business man the American Institute of accountants in co-operation

with the Natural Business Year Council has devised a simple chart on

which the necessary information can easily be entered from the books

of the concern.

A copy of this chart,

which is helpful but not essen

tial in determining a Natural Business Year, can be obtained by writing

to the Natural Business Year Council, 135 Cedar Street, New York City.
The Council welcomes all requests for information or assis
tance and invites your correspondence.

American Institute of Accountants
Memorandum by:

Ralph S. Johns, Chairman,
Committee on Natural Business Year

FEDERAL INCOME TAX INFORMATION
RELATING TO
FISCAL YEAR CHANGES OF CORPORATIONS

(*)

Federal income tax provisions relating to fiscal year changes

of corporations are contained in sections 46 and 47 of the Revenue
Act of 1936 and articles 46-1 and 47-1 of Regulations 94.

Appli

cation for change in accounting period should be made on Form 1128

which may be obtained from any Collector’s office.

tions on the back of this form read in part

The instruc

follows:

"An application for a change in accounting period from cal

endar year to fiscal year, or fiscal year to calendar year, or
from one fiscal year to another fiscal year, shall be made on
this form and forwarded to the collector for the taxpayer’s dis

trict prior to the expiration of thirty days from the close of
the proposed taxable year.

The taxpayer, when advised that the

application has been approved by the Commissioner, will thereafter

keep books and make returns upon the basis of the new accounting
period.

A calendar year means an accounting period of twelve

months ending on December 31, and a fiscal year means an accounting
period of twelve months ending on the last day of any month other
than December .”

Information to be supplied by the taxpayer on Form 1128 in
cludes:

(1) dates upon which the books of account were opened

and closed each year for the past four years:

(2) dates upon

which the taxable year began and ended as shown on returns filed
for the past four years; and (3) reasons why the change in ac

-2counting period is desired.

Experience to date indicates that

any reasonable request for change in accounting period will be
approved by the Commissioner of Internal Revenue upon the basis
of information supplied by the taxpayer on Form 1128 without

further inquiry or correspondence.
No Federal income tax return can be made for a period of more
than twelve months.

A separate return for a fractional part of a

year is therefore required wherever there is a change in the basis
of computing net income from one taxable year to another taxable

year.

The periods to be covered by such separate returns are

stated in section 47 (a) of the law as follows:
”If a taxpayer, with the approval of the Commissioner, changes

the basis of computing net income from fiscal year to calendar

year a separate return shall be made for the period between the
close of the last fiscal year for which return was made and the
following December 31.

If the change is from calendar year to

fiscal year, a separate return shall be made for the period be
tween the close of the last calendar year for which return was

made and the date designated as the close of the fiscal year.

If the change is from one fiscal year to another fiscal year a

separate return shall be made for the period between the close of
the former fiscal year and the date designated as the close of the

new fiscal year.”
The requirements with respect to the filing of a separate re

turn and the payment of tax for a part of a year are the same as

for the filing of a return and the payment of tax for a full tax
able year closing at the same time, that is, the return must be

filed on or before the fifteenth day of the third month following

-3the close of the taxable year.

Corporations filing tax returns for a period of less than
twelve months compute the normal tax and surtax on undistributed

profits in the same manner as if the return covered a full year.
However, in computing the excess profits tax the adjusted declared

value of the corporation’s capital stock, according to its latest
Federal capital stock tax return, is reduced to that proportion of

the total as the period covered by the tax return bears to a full

year.

(*)

NOTE:

The requirements as to changes from calendar to fiscal
year have not been changed in the Revenue Act of 1938.

American Institute of Accountants
135 CEDAR STREET, NEW YORK

A SUGGESTED PROGRAM OF ACTIVITY BY STATE SOCIETIES
OF CERTIFIED PUBLIC ACCOUNTANTS IN BEHALF OF
THE NATURAL BUSINESS YEAR

(The following suggestions are based on the experience
of the Institute and the Natural Business Year Council
during the past ten months.
Each of the activities
mentioned has been successfully undertaken by one or
more societies.
It is believed that if the program is
faithfully carried out a substantial number of changes
from the calendar year to a natural business year may
reasonably be expected.)
Members

Distribute to members copies of the basic statement,
entitled "The Natural Business Year as the Proper Fiscal Period,”
and list of closing dates.
Describe movement in society publica
tion, if any, preferably in a series of articles on such subjects
as the following:

1. General aspects of the movement, referring to basic
statements as enclosed
2. The part each accountant must take to obtain the
maximum benefits from the movement
3. Procedure of changing under provisions of tax laws
4. The program adopted by the state society

(Brief articles on the first three subjects may be obtained from
the Natural Business Year Council)
Members should be urged to report to a society committee
on the present practice of their clients.
(This might be stimu
lated by setting aside a meeting of the society or a portion of
a meeting for discussion of the natural business year under the
direction of the committee.
In the notice of this meeting, mem
bers might be asked to come prepared to report on the practice of
their clients, possibly by means of a prepared form.)

Each state society member should again suggest to each
of his clients at present operating on a calendar year basis that
a natural business year be adopted if such a change would be
clearly advantageous.
The council will provide literature for dis
tribution to clients.
The state society committee should follow
up individual members and ask them to report actual changes.

Program of Activity for State Societies re. N.B.Y.
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Trade Associations
The names of national and regional trade associations
having headquarters in the various states may be obtained from
the Natural Business Year Council.
State and city chambers of
commerce should be able to provide lists of associations of a
state-wide or local nature.

The suggestion should be made to each of these organiza
tions that it undertake a study of the most advantageous closing
datefor its own members.
Each should receive copies of the basic
statement and other appropriate literature for distribution to its
members.
The subject of the natural business year should be pre
sented personally to the more important organizations.
It is often helpful, in approaching trade associations,
to enlist the support of a member or members of the association,
for an idea which is thus endorsed makes a more forceful appeal
to the association executive. Members of the state society who
succeed in arousing the interest of their clients should endeavor
to have those clients introduce the subject to their trade asso
ciations as a possible organization activity. Most trade associa
tions have a bulletin or house organ in which the essential informa
tion about the natural business year could be presented.

Trade association executives, or prominent bankers,
credit men or business men, who approve the natural-business-year
plan might be invited to form a state or city Natural Business Year
Council, to sponsor the campaign.
However, experience has shown
that state society efforts should not be delayed pending formation
of such a council.

Commercial Organizations
The Assistance of chambers of commerce, manufacturers'
associations, business men’s clubs and the like should be sought.

Permission may be obtained to place copies of natural
business year literature on some table at the headquarters of the
organization where they can be taken by those interested.
The
organization may agree to enclose a circular in a regular mailing
to members or to publish an article on the subject in its magazine*
The organization, in conjunction with the state society
and possibly other groups, might sponsor a meeting for discussion
of the natural business year.
If such arrangements are made, liter
ature should be on hand for distribution.
It may be possible for the state society, perhaps acting
with other groups, to obtain official endorsement of the natural
business year by the chamber of commerce and also the appointment
of a committee to sponsor the movement as an organization activity.

Program of Activity for State Societies re. N.B.Y.
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New Corporations
A particular effort should be made to induce the incor
porators of new companies to adopt at the outset a natural business
year.

It seems hardly practicable to attempt to reach the in
corporators of each new company directly inasmuch as they are
thousands in number and many are short-lived or of little impor
tance.
A more expedient procedure would be to obtain the support
of attorneys who advise the incorporators of new companies in the
drafting of by-laws.
The natural business year might be discussed at joint
meetings of accountants and lawyers.
If a joint meeting is not
practicable, bar associations may be approached directly with the
suggestion that literature on the natural business year be distri
buted to their members.
Each member of the state society should
be urged to discuss this subject with lawyers of his acquaintance.
(The Natural Business Year Council has prepared material specially
directed to attorneys on the subject of fiscal years of new corpora
tions. )

Incorporating companies should be approached and the
same assistance asked of them that would be asked of attorneys.
Schools of Commerce

Since in all likelihood efforts must be continued sys
tematically over a period of years before the natural business year
is generally adopted, it is important that students of commerce be
fully informed on the subject of the natural business year.
The
state societies should obtain from the several possible sources
lists of the schools of commerce located within their territory
and should communicate with those in authority offering to supply
both speakers and literature on the subject of the natural busi
ness year.

Publicity
The press should be informed in advance of any public
meeting at which the natural business year is to be discussed and
should be invited to send its representatives.

Statements may be released to the press from time to
time regarding the activities of the local society or joint acti
vities of the several organizations working together in the local
campaign.
Copies of typical news releases for various occasions
can be obtained from the Natural Business Year Council.
The interest of newspaper editors, especially those
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charged with the preparation of financial news, can easily be
aroused by pointing out that wide-spread adoption of the natural
business year will mean relief from the arduous task of analyzing
hundreds of financial statements during the three months immediately
following the close of the calendar year.
Articles may be prepared for publication in business
magazines and publications of chambers of commerce and similar
associations.

Co-operation with Other Bodies
Local members of the following organizations should be
invited to co-operate with the society in support of the natural
business year:

Robert Morris Associates
National Association of Cost Accountants
National Association of Credit Men
Dun and Bradstreet (national credit office)

Relations with Natural Business
Year Council
In order that the efforts of those working in behalf
of the natural business year in each of the states shall be
properly co-ordinated into a balanced national campaign, it is
essential that each state group report frequently to the council
on projects undertaken and their results.
The Council, as a
clearing house of information, is in a position to give advice
on many problems which arise and to suggest activities which
might otherwise be overlooked.

Please advise the Natural Business Year Council of
the name and address of the individual officer or member of
your society who will be responsible for this work during the
coming year.

WHAT ONE STATE SOCIETY
HAS ACCOMPLISHED

The New Jersey Society of Certified Public Accountants
has distributed to all of its members copies of "The Natural
Business Year as the Proper Fiscal Period," the reprint of Alex
ander Wall's article in Domestic Commerce, the "Tentative List
of Suggested Fiscal Closing Dates, "and other material supplied
by the Council or the Institute*

A committee has been appointed to act for the society
in the campaign and has undertaken, among others, the following
activities:
1) Address and distribution of literature to students
of commerce at all important schools of commerce in
the state.

2) Distribution of literature to members of the chambers
of commerce in all principal cities of the state.

3) Interviews with trade association executives, sugges
ting that the subject of the natural business year be
called to the attention of their members.

4) Interviews with bankers, suggesting that they point
out to customers the advantages of the natural busi
ness year.
5) Interviews with newspaper editors, pointing out the
advantages of the natural business year to financial
writers.

6) Preparation of articles for publication in business
magazines.

7) Discussion of the natural business year at a joint
meeting of lawyers and accountants.

8) Formation of a Natural Business Year Council for New
Jersey when such a step seems advisable.

Memorandum on Meeting of Natural Business

A meeting of the Natural Business Year Council was held
at the Advertising Club, New York, on February 2nd, with the fol
lowing members of the Council attending:
Henry H. Heimann, chairman
Harry Meixell, secretary
W. C. Batchelder
Charles B. Couchman
Alvin E. Dodd
W. R. Donaldson
Joseph Rubanow
William S. Swingle
Also present as guests of the Council were:
David A. Weir, assistant executive manager of the National
Association of Credit Men
Raymond P. Marple, assistant secretary of the National Asso
ciation of Cost Accountants
Arundel Cotter, financial writer for the "Wall Street Journal”
The American Institute of Accountants was represented
by Ralph Johns, chairman of the special committee on natural busi
ness year, John L. Carey, secretary, and Charles M. Smith, assis
tant secretary.

Activities of the council during the past five months
were reviewed and plans made for continuance of its work.
Consi
deration was given to a proposal that the research activities of
the council be carried on to completion by some impartial agency
devoted to business studies.
A report of progress was rendered in the form of News
Letter No. 8.
(See attached copy)

The
Natural Business Year Council
135 Cedar Street
New York
*

Address of
Col.Robert H. Montgomery
President,American Institute of Accountants, 1935-1937
Before the
Cotton Textile Institute
October 27, 1937
*

* * *ABSTRACT***

"Too many concerns are using the calendar year for their
fiscal period, although they are conducting a seasonal busi
ness with an annual cycle which ends at some time other than
December 31st.
To try to value inventories and receivables
when these are at or near their peak may lead to the over
statement of profits and the consequent over-payment of taxes
in substantial amounts.
The larger the inventories, the great
er the possibility of the variation of a small percentage in
valuation making the difference between a profit and a loss for
the year.
"Every business enterprise has a natural business year,
which should be adopted as its fiscal year.
It is the twelve
month period which constitutes the annual cycle of the operations
of the business. Generally, the natural business year will end
at the time when the business activities of the enterprise are
at their lowest point--when inventories, receivables and liabil
ities are at their minimum. At this point, small variations in
the valuation of assets are not so likely to be serious in their
effect on the year’s operating results.

"From the standpoint of taxes, the more accurate results
obtainable by the use of the natural business year are of con
siderable importance.
Of equally great importance is the fact
that when business is at a low ebb the management has more time
to devote to the problem of income taxes.
If early consideration
is given to this problem, operating results can be estimated and
studied a month or two before the close of the year, dividend
policies finally determined, and necessary steps can be taken in
time to minimize the surtax on undistributed profits. To this
end, it will, in many cases, be advantageous to take a physical
inventory at the time these studies are made, with a view to
obtaining at an early date the most accurate operating data
possible."

NATURAL BUSINESS YEAR

Staff members will please fill in the information as to dollar amounts (omitting
cents) in the space provided below and also fill in the general information
requested at the foot of this page.
Percentages can be computed in the office
and need not be computed when compiling the other information requested.
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*Insert headings for other information which may have a bearing on client’s natural business year.

Nature of business

How long in business
Location of principal source of supply

Location of plants
Present fiscal year

Stocks listed on

Exchange.

Exchange.

Bonds listed on

Does client use perpetual inventory system

How often is physical inventory taken_________________________________________________________________________

Statements prepared by client monthly

Cumulative

12 mos ended

Use made of statements prepared by client_________________________________ ___________________________________
Use made of reports of auditors_____________________ _______________ ___________________ ___ ________ ——
Does client use a budget

Reports to stockholders

What is fiscal year for budget
Annually

Semi-annually

If partnership do partners report income to U. S. Government for same period as

partnership
SEE COMMENTS AND INSTRUCTIONS ON REVERSE SIDE

Quarterly

COMMENTS AND INSTRUCTIONS

This form is intended for use in obtaining information with
regard to seasonal fluctuations in specific businesses and in
industries.
The information is intended to be used primarily for
the benefit of our clients and ourselves, in connection with determin
ing whether changes in fiscal years might be advantageous.
In many cases it may not be practicable to obtain and list
information as indicated in all of the columns and spaces on the form.
In other cases it may appear that seasonal fluctuations will be more
clearly indicated by information other than that specifically indicated
by the headings on the form.
For example, data as to total monthly
inventories might be better than that indicated by the form.
It is
expected that each staff member will use his best judgment in getting
such information as will most effectively show the truth as to
seasonal fluctuations in each case, conferring with supervisors regarding
the matter where it seems advisable to do so.

Information for more than one year would obviously furnish
a more dependable guide to seasonal fluctuations than information for
only one year, and where practicable it should be obtained for a period
of years.
This information is of the same confidential nature as that
usually contained in our working papers and reports, and is to be
retained as confidential unless permission is obtained from our clients
to use it otherwise.

In many cases clients will probably be willing that the data
be combined with other similar data (without disclosing the identity
of the company).
The American Institute of Accountants would like to
make use of such information in compiling statistics as to seasonal
fluctuations in those industries for which facts and figures become
available to it.

NEWS

LETTER

NATURAL BUSINESS YEAR COUNCIL
135 Cedar Street, New York
No. 8

-

March 9, 1937

The last meeting of the Natural Business Year Council
was held September 11, 1936. At that time the Council approved

a plan of procedure, the principal features of which were:
1. Extension of the activities of the Council through organiza
tion of local natural business year committees, and possibly
adding to the membership of the Council itself.
2. Publication in pamphlet form of the available information on
natural business year.

3. Continued research and dissemination of literature.
Extension of Activities
A sub-committee consisting of Henry H. Heimann, Stuart
C. McLeod and Alexander Wall met on November 25, 1936 to consi
der the feasibility of enlargement of the Council and to draft
a procedure for the formation of local committees.
It was agreed
that while the addition of several individuals to the national
council would be desirable, the more important thing was perfect
ing local organization in the principal industrial cities of the
country to direct activities in those communities.
The nucleus
of each local committee, it was felt, should consist of a credit
man, a banker, a cost accountant and a certified public account
ant, and such others should be invited to participate as the
local committees, when formed, should consider desirable.
Since that time the Council has been continuously en
gaged in the formation of these committees and has obtained the
acceptance of two or more members in eight cities.

Publication and Distribution of Pamphlets

The Council has published four pamphlets entitled:
”The Natural Business
"The Natural Business
ment”
”The Natural Business
Dates”
”The Natural Business

Year - A Means to Efficiency”
Year - Its Advantages to Business Manage
Year - Suggested Natural Fiscal Closing

Year - A Program of Local Activity”

"Suggested Natural Fiscal Closing Dates” contains a summary of
the factors determining the natural business years of approxi
mately fifty industries.
It is planned that pamphlets supple
menting this list shall be published from time to time as the
necessary research is completed. Material relating to approxi
mately thirty-five additional industries is now available for
publication.
To date there have been distributed approximately
10,000 of each of these pamphlets with the exception of a "Pro
gram of Local Activity.” Copies were sent in the first instance
to:
Local societies of certified public accountants
Local chapters of the National Association of Cost
Accountants
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Local credit men’s associations
Members of the Robert Morris Associates
members of the American Accounting Association (University
Instructors in Accounting)

Some of the local groups have distributed as many as
five or six hundred copies of each of the three pamphlets.
A number of instructors have requested copies for dis
tribution co their students.

several banks have requested copies for distribution
to their customers: 1,000 copies of each of the pamphlets were
distributed by the Fidelity Union Trust Company of Newark.
Hundreds of requests for literature have been received
from individuals - Doth those interested in promoting the success
of the campaign and those wishing to know how their own concerns
were affected by the natural business year.

Requests have also been received from libraries, trade
associations, editors, government departments and others.
Since the last meeting the remaining 10,000 reprints
of an article on the natural business year by Alexander wall which
appeared in "Domestic Commerce”, publication of the Bureau of For
eign and Domestic Commerce, have been distributed to Chambers of
Commerce throughout the country.
Relations with trade associations continue to be cordial.
They have given the Council invaluable assistance in its studies
of fiscal closing dates and have in some instances distributed
literature to their members or published articles in their trade
publications.

Publicity
The natural business year has been the subject of dis
cussion in a number of public addresses. John Haskell, secretary
to the stock list committee of the New fork Stock Exchange, spoke
at length and very favorably of the work of the Council in an ad
dress before the Rhode Island Society of Certified Public Accoun
tants on September 15, 1936.
He again expressed the exchange’s
approval of the Councils efforts in an address on January 25th,
1937, before the Pittsburgh Control of the Controllers’ Institute
of America.

Henry H. Heimann in his "monthly Business Review” for
January 15th advocated use of natural business years.

An article on the natural business year by Robert H.
Montgomery was published in the November 1936 Bull tin of the
National Associa
tion of Cost Accountants.
"Credit ana Financial management”, publication of the
National association of Credit men, published an article calling
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attention to the first birthday of the Natural Business Year
Council.

The publications of the American Institute of Accoun
tants have devoted several articles to describing the activities
of the Council.
There have been many addresses at meetings of local or
ganizations and frequent mention of the natural business year in
the press.

Mr. Heimann has written personally to each member of
the National Advisory Council to the Department of Commerce asso
ciated with concerns not operating on a natural business year cal
ling attention to the work of the Council and suggesting their
consideration of the advantages of natural fiscal closing dates.

David Weir also of the National Association of Credit
Men has corresponded with the deans of all university schools of
commerce suggesting that the natural business year b^ called to
the attention of students.

Indications of Progress
Indication of tae growing interest in the natural busi
ness year is the increasing number of inquiries received by the
Council.
During one month requests for literature or information
were received from approximately 100 business concerns.

The Bureau of internal revenue continues to supply the
Council each month with tabulations showing the number of changes
in fiscal years approved by the Commissioner of Internal Revenue.
During the first seven months of the year 1936-37 1,236 changes
to years ending at dates other than December 31st have been ap
proved.
During the same period there were only 439 changes to
the calendar year basis.
Inasmuch as practically all of the research on natural
business year since the formation of the Council has been conducted
by the staff of the American Institute of Accountants and the facili
ties of the Institute are not such that this work can be carried on
indefinitely or with the thoroughness that seems desirable, it has
been suggested that provision be made for carrying forward to com
pletion this important part of the work of the Council.
It has
been proposed that an attempt be made to interest some established
organization engaged in business research in completing the study
of natural fiscal closing dates.
An arrangement might be made
whereby the results of the research could be published and distri
butee by the Council, which would continue its educational activi
ties as heretofore.

Americ
an Institute of Accountants
INCORPORATED UNDER THE LAWS OF THE DISTRICT OF COLUMBIA

135 CEDAR STREET, NEW YORK

February 11, 1937

TO MEMBERS AND ASSOCIATES OF THE AMERICAN INSTITUTE
OF ACCOUNTANTS

Gentlemen:
Natural Business Year

The present natural business year program has been
under way since November, 1935, at which time the Natural Busi
ness Year Council was formed through the co-operative efforts
of the American Institute of Accountants, The National Asso
ciation of Cost Accountants, The National Association of Credit
Men, the Robert Morris Associates, and other interested organ
izations. Thousands of leaflets, pamphlets, etc., on the sub
ject have been distributed throughout the country. Hundreds of
inquiries have been received at the offices of the Institute,
which is taking care of the detail work of the Natural Business
Year Council.
There is every indication that there exists in busi
ness today a wider knowledge and appreciation of the principles
of the natural business year than at any time heretofore. In
many instances the interest is keen. No longer is the attitude
that of indifference. However, neither the American Institute
of Accountants nor the Natural Business Year Council can very
well do more than to disseminate information for the purpose
of making industry natural-business-year conscious. If maxi
mum results are to be obtained, we, as public accountants,
must discuss this subject in personal conferences with those
corporate officials who are in a position to act on a matter
of this kind.
Business executives today are more eager than ever to
receive constructive suggestions. Nearly all are tax conscious,
and a discussion of the natural business year can well be made
to fit in with a conference on tax questions. Of particular in
terest is the thought that a natural-fiscal-year company may
determine more readily and accurately than another the amounts
of dividends to be declared prior to the year-end in order to
escape unnecessary penalty under the 1936 revenue act.

Aside from the tax features, however, experience has
demonstrated that where accountants have included a recommen
dation with respect to the natural business year in the draft

To Members and Associates of
the American Institute of Accountants
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of their reports for review with clients, the matter has been
well received. The vast majority of accountants’ reports will
be rendered in the next few weeks and it is recommended that
this procedure be followed wherever appropriate. It should be
borne in mind that irrespective of the suggested fiscal year
closing dates for various industries, each enterprise should
select that fiscal year which is most suitable in the light of
its own seasonal activities.
Yours truly,

Special Committee on Natural
Business Year

NEWS

LETTER

NATURAL BUSINESS YEAR COUNCIL
135 Cedar Street, New York

No. 7 - December 28, 1936

The following excerpts from letters received by the Natural
Business Year Council will serve to indicate the continued progress
made in recent weeks and, to some extent, the distribution given to
the pamphlets recently published by the Council:

Members of Business Advisory Council
to the Department of Commerce
"Having been out of the city, I have just had an opportunity
to read your pamphlet, ’The Natural Business Year as the Proper Fis
cal Period', enclosed with yours of the 9th.
I am heartily in accord
with the principle and have advocated something of a similar nature
for some years.

”It has always seemed to me to be poor business practice
for American business men to practically come to a standstill by
inventory taking at any universal calendar date, regardless of the
minimum activity period of their business.
”I shall be glad to present the viewpoint of your Council
before the Associated General Contractors of America at their Novem
ber board meeting with a view toward spreading your gospel.

’’You and the members of your Council are to be commended
on the worthiness- and desirability of this enterprise.”

A. P. Greensfelder,
Fruin-Colnon Contracting Co.
”I have your letter of October 20th with its enclosures
relating to the proposed adoption of a natural business year.
It
seems to me that you are doing a fine service in calling the atten
tion of industry to the advantages pointed out in your circulars.
While there would be no particular advantage to our Air Reduction
Company to change its fiscal year to something other than the calen
dar year, in the West Indies Sugar Corporation, of which I am Presi
dent, we have for years used September 30th as the termination of
our fiscal year for the very reasons you point out.”

F. B. Adams,
Air Reduction Company.

’’Your letter of the 9th has been received and the subject
of the ’natural business year’ has been given careful attention.....
We approve of the purpose of the movement and hope that you will be
successful with those whose businesses lend themselves to the pro
posed change.”

R. E. Flanders,
President, Jones & Lamson Machine Company.
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"Our company has for many years been a believer in the idea
that a business year might end at any time that is convenient for the
business.
Ours has closed at the end of May for more than thirty
years."

Morris E. Leeds,
President, Leeds & Northrup Company.

"I have your letter regarding the adoption of a natural
business year.

"Our auditor has reviewed the data on this subject and he
agrees with me as to the many advantages of this movement,
are,
therefore, glad to add our endorsement of it."

President,

T. A. Finch,
Thomasville Chair Co.

Retail Grocers

"Many of our retail grocers at the present time use the
June closing.
In the majority of cases, however, they prefer the
fiscal year coinciding with the calendar year; and I am not at all
certain that we are in a position to promise you any direct results
from our membership with respect to the changing of the closing of
the year to June 30.
"I think it would be of decided assistance to the trade in
general if we could have a uniform fiscal closing date, and when your
final report is out if you will let me have a copy I shall be glad
to circularize it among our members, with recommendations."
Hector Laze,
Executive Vice President, Co
operative Food Distributors of America.

Shoe and Leather Industries

"we undertook a little research to determine the fiscal
year closings during 1935 among our representative firms, with the
following results:
”In the leather tanning industry, 26 of the largest corpora
tions were selected and we found 15 closing their year on December 31;
4 on October 31 and of the remaining 7; three closed on June 30.
"In the shoe industry 40 companies were selected, half of
which are the largest producers in the country and the other half are
more representative of the medium type of concern (with a capital of
$200,000 and up).
In this group 19 closed on December 31 (but more
than half of this number were the smaller concerns), 11 had a fiscal
year ending November 30 (these included the largest manufacturers),
7 closed on October 31 and the remaining 3 firms each had a differ
ent closing date.
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”On the basis of this study of the existing practice in
our industry, this association recommends to your Council that it
suggest the following Natural Fiscal Closing Dates:

(1) For the leather industry, December 31.
(2) For the boot and shoe manufacturing industry November 30 October 31.
”We trust that this information will
will further the good work of the Council.
We
in getting your reaction to our suggestion, as
pressed to your Council (now and in the future)
our trade.”

prove of interest and
shall be interested
well as those ex
by other members of

Maxwell Field,
New England Shoe and Leather Association.

California
”I promised that I would mail to you the page advertise
ment which we, as a local chapter, ran in the annual issue of 'Sou
thern California Business’ last October.
This publication is the
official organ for the Los Angeles Chamber of Commerce and has a
very wide circulation throughout Southern California, and is placed
in the hands of all of the members which constitute the principal
business concerns of this district.
”As chairman of the local committee on the Natural Busi
ness Year’ we expect to have other articles appearing in local pub
lications, and place this matter before trade groups, etc."

W. C. Graves,
Chairman, Committee on Natural Business
Year, Los Angeles Chapter, California State
Society of Certified Public Accountants.

Colorado
”0ur board of directors yesterday authorized the distribu
tion of articles at our next meeting to be held on December 16th.

"One of our past presidents will speak on the 1936 revenue
act and it was felt that it would be an opportune time to again call
the natural business year to their attention.
”I know you will be interested to know that The Colorado
Fuel and Iron Corporation has recently adopted a ’natural year’ending
June 30th.
The predecessor company operated on such a fiscal year
basis prior to June 1917, at which time it changed over to a calendar
year basis.
However, the new corporation which came into existence
on July 1, has decided that the ’natural year’ will be more advanta
geous."

Edwyn N. Roberts,
Secretary, Denver chapter of N.A.C.A.

News Letter No.7

Kentucky
"we started our program toward the advancement of the
natural business year last night at a banquet jointly attended by
members of the Kentucky Society of Certified Public Accountants,
Louisville Bank executives and a number of members of Louisville
Credit Men’s Association.
"The bankers have pledged their support to us in pushing
this move and have appointed a committee of Bank Credit Executives
to meet this afternoon with the Natural Business Year Committee to
formulate plans for presenting this move fully to the Louisville
Clearing House Association.

"After we have presented the matter to the local Clearing
House Association it is our plan to form a Natural Business Year
Council here in Kentucky composed of accountants, bank credit men
and members of the National Association of Cost Accountants and
representatives of the Louisville Credit Men’s Association.”
L. C. J. Yeager,
Chairman, Natural Business Year Com
mittee, Kentucky Society of Certi
fied Public Accountants.
Minnesota

"Receipt of the three pamphlets relative to the natural
business year is acknowledged with thanks.
"The distribution of similar literature to all attorneys
would likely prove helpful, as few of them realize that there can
be any other than a December 31st closing. Such distribution, due
to the great number of attorneys, is of course not practicable, but
efforts to have the various bar associations publish something on the
subject in their bulletins could no doubt be arranged................................

"If you have a large supply of these pamphlets available,
I would appreciate your sending 110 copies of each to our secretary,
E. L. Pearson, Essex building, Minneapolis, for distribution to our
members."

Earl A. Waldo,
President, Minnesota Society of
Certified Public Accountants.

Ohio
"We, of the Cleveland chapter, of course, realize the ex
treme importance and great benefits to be derived through the acti
vities of the Natural Business Year Council and, therefore, have
given careful consideration in the selection of our representative.
"It is my pleasure to designate our fellow-member, James
H. bibbison, as representative of the Cleveland chapter to the- Cleve
land Committee on Natural Business Year.”

E. K. Meredith,
President, Cleveland Chapter of the Ohio
Certified Public..
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Ohio (Continued)
"Attached is a copy of our weekly ’Flash.’

"The pamphlets have been received and will be distributed
during the month of January to our membership.

”Our educational committee is expecting to have this sub
ject discussed at one of our meetings very soon.

tance,

”If you have any additional data that might be of assis
be sure and let us have it.”

H. W. Voss,
Secretary-manager, Cincinnati As
sociation of Credit Men
"Natural Business Year

’’This subject was discussed at our
Regional Conference at Dayton.

"The committee sponsoring this program
has issu
ed three pamphlets.
These pamphlets
will be mailed, one each week beginning
Saturday, January 9th.”

Virginia

”Mr. James a. Rennie, who is chairman of the state soci
ety’s committee on the natural business year, has consented to
serve upon the Richmond Committee.......The state society is glad
to co-operate in any way in furthering the aims of this Council.”
Hugh L. Dickerson,
President, Virginia Society of
Public Accountants.

Wisconsin

’’For your information, I am submitting a brief resume
of the November 16th meeting of Northern Wisconsin chapter of the
Wisconsin Society of Certified Public Accountants, in its relation
to the discussion of the ’Natural Business Year.’
’’The subject was enthusiastically received, those pre
sent evincing great interest and a desire to further this work. It
was voted that our publicity committee, of which Mr. C. I. Smith is
chairman, was to maintain systematic contact with the newspapers of
our district and that at subsequent meetings the subject be further
discussed, especially with a view to concurring upon closing dates.
"The New Jersey method outlined in one of your mailings
was looked upon with approval.”

A. A. Alk.

Americ
an Institute of Accountants
135 CEDAR STREET, NEW YORK

September 1, 1936

To the Presidents of State Societies of
Certified Public Accountants,

Gentlemen:

Enclosed herewith is a suggested program
of activity by state societies of certified public
accountants in behalf of the natural business year.
You are earnestly requested to consider this care
fully with a view to determining how your society
can best co-operate in the nation-wide effort now
being made to bring about this much needed change
of practice.
Each of the activities suggested has been
demonstrated to be thoroughly practicable. If car
ried out, they should lead not only to increased use
of natural business years but also to closer and
more cordial relations with allied business and
professional groups,
Institute's special com
mittee on natural business year hopes that every
practising accountant will make the most of the
opportunity.
Yours truly,

JOHN L. CAREY
Secretary
CS-EHS

*119 A
American institute of accountants
Suggested program of activity by state socie
ties of certified public accountants in behalf
of the natural business year. .
New York,
American institute of accountants, Sept. 1, 1936.
4 mimeographed pages.
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Amman Institute of Accountants
135 CEDAR STREET, NEW YORK

A SUGGESTED PROGRAM OF ACTIVITY BY STATE SOCIETIES

OF CERTIFIED- PUBLIC ACCOUNTANTS IN BEHALF OF
THE NATURAL BUSINESS

YEAR

(The following suggestions are based on the experience
of the Institute and the Natural Business Year Council
during the past ten months.
Each of the activities
mentioned has been successfully undertaken by one or
more societies.
It is believed that if the program is
faithfully carried out a substantial number of changes
from the calendar year to a natural business year may
reasonably be expected.)
Members

Distribute to members copies of the basic statement,
entitled "The Natural Business Year as the Proper Fiscal Period,”
and list of closing dates.
Describe movement in society publica
tion, if any, preferably in a series of articles on such subjects
as the following:
1. General aspects of the movement, referring to basic
statements as enclosed

2. The part each accountant must take to obtain the
maximum benefits from the movement
3. Procedure of changing under provisions of tax laws
4. The program adopted by the state society

(Brief articles on the first three subjects may be obtained from
the Natural Business Year Council)
Members should be urged to report to a society committee
on the present practice of their clients.
(This might be stimu
lated by setting aside a meeting of the society or a portion of
a meeting for discussion of the natural business year under the
direction of the committee.
In the notice of this meeting, mem
bers might be asked to come prepared to report on the practice of
their clients, possibly by means of a prepared form.)

Each state society member should again suggest to each
of his clients at present operating on a calendar year basis that
a natural business year be adopted if such a change would be
clearly advantageous.
The council will provide literature for dis
tribution to clients.
The state society committee should follow
up individual members and ask them to report actual changes.
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Trade Associations
The names of national and regional trade associations
having headquarters in the various states may be obtained from
the Natural Business Year Council.
State and city chambers of
commerce should be able to provide lists of associations of a
state-wide or local nature.
The suggestion should be made to each of these organiza
tions that it undertake a study of the most advantageous closing
date for its own members.
Each should receive copies of the basic
statement and other appropriate literature for distribution to its
members.
The subject of the natural business year should be pre
sented personally to the more important organizations.

It is often helpful, in approaching trade associations,
to enlist the support of a member or members of the association,
for an idea which is thus endorsed makes a more forceful appeal
to the association executive. Members of the state society who
succeed in arousing the interest of their clients should endeavor
to have those clients introduce the subject to their trade asso
ciations as a possible organization activity. Most trade associa
tions have a bulletin or house organ in which the essential informa
tion about the natural business year could be presented.

Trade association executives, or prominent bankers,
credit men or business men, who approve the natural-business-year
plan might be invited to form a state or city Natural Business Year
Council, to sponsor the campaign.
However, experience has shown
that state society efforts should not be delayed pending formation
of such a council.

Commercial Organizations
The Assistance of chambers of commerce, manufacturers ’
associations, business men’s clubs and the like should be sought.

Permission may be ‘obtained to place copies of natural
business year literature on some table at the headquarters of the
organization where they can be taken by those interested.
The
organization may agree to enclose a circular in a regular mailing
to members or to publish an article on the subject in its magazine.
The organization, in conjunction with the state society
and possibly other groups, might sponsor a meeting for discussion
of the natural business year.
If such arrangements are made, liter
ature should be on hand for distribution.
It may be possible for the state society, perhaps acting
with other groups, to obtain official endorsement of the natural
business year by the chamber of commerce and also the appointment
of a committee to sponsor the movement as an organization activity.
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A particular effort should be made to induce the incor
porators of new companies to adopt at the outset a natural business
year.
It seems hardly practicable to attempt to reach the in
corporators of each new company directly inasmuch as they are
thousands in number and many are short-lived or of little impor
tance.
A more expedient procedure would be to obtain the support
of attorneys who advise the incorporators of new companies in the
drafting of by-laws.

The natural business year might be discussed at joint
meetings of accountants and lawyers.
If a joint meeting is not
practicable, bar associations may be approached directly with the
suggestion that literature on the natural business year be distri
buted to their members.
Each member of the state society should
be urged to discuss this subject with lawyers of his acquaintance.
(The Natural Business Year Council has prepared material specially
directed to attorneys on the subject of fiscal years of new corpora
tions. )

Incorporating companies should be approached and the
same assistance asked of them that would be asked of attorneys.

Schools of Commerce
Since in all likelihood efforts must be continued sys
tematically over a period of years before the natural business year
is generally adopted, it is important that students of commerce be
fully informed on the subject of the natural business year.
The
state societies should obtain from the several possible sources
lists of the schools of commerce located within their territory
and should communicate with those in authority offering to supply
both speakers and literature on the subject of the natural busi
ness year.

Publicity
The press should be informed in advance of any public
meeting at which the natural business year is to be discussed and
should be invited to send its representatives.

Statements may be released to the press from time to
time regarding the activities of the local society or joint acti
vities of the several organizations working together in the local
campaign.
Copies of typical news releases for various occasions
can be obtained from the Natural Business Year Council.
The interest of newspaper editors, especially those
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charged with the preparation of financial news, can easily be
aroused by pointing out that wide-spread adoption of the natural
business year will mean relief from the arduous task of analyzing
hundreds of financial statements during the three months immediately
following the close of the calendar year.
Articles may be prepared for publication in business
magazines and publications of chambers of commerce and similar
associations.

Co-operation with Other Bodies
Local members of the following organizations should be
invited to co-operate with the society in support of the natural
business year:

Robert Morris Associates
National Association of Cost Accountants
National Association of Credit Men
Dun and Bradstreet (national credit office)

Relations with Natural Business
Year Council

In order that the efforts of those working in behalf
of the natural business year in each of the states shall be
properly co-ordinated into a balanced national campaign, it is
essential that each state group report frequently to the council
on projects undertaken and their results.
The Council, as a
clearing house of information, is in a position to give advice
on many problems which arise and to suggest activities which
might otherwise be overlooked.
Please advise the Natural Business Year Council of
the name and address of the individual officer or member of
your society who will be responsible for this work during the
coming year.

WHAT ONE STATE SOCIETY
HAS ACCOMPLISHED

The New Jersey Society of Certified Public Accountants
has distributed to all of its members copies of "The Natural
Business Year as the Proper Fiscal Period,” the reprint of Alex
ander Wall’s article in Domestic Commerce, the "Tentative List
of Suggested Fiscal Closing Dates," and other material supplied
by the Council or the Institute.
A committee has been appointed to act for the society
in the campaign and has undertaken, among others, the following
activities:

1) Address and distribution of literature to students
of commerce at all important schools of commerce in
the state.
2) Distribution of literature to members of the chambers
of commerce in all principal cities of the state.
5) Interviews with trade association executives, sugges
ting that the subject of the natural business year be
called to the attention of their members.

4) Interviews with bankers, suggesting that they point
out to customers the advantages of the natural busi
ness year.

5) Interviews with newspaper editors, pointing out the
advantages of the natural business year to financial
writers.

6) Preparation of articles for publication in business
magazines.
7) Discussion of the natural business year at a joint
meeting of lawyers and accountants.
8) Formation of a Natural Business Year Council for New
Jersey when such a stop seems advisable.
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NATURAL BUSINESS YEAR COUNCIL
135 Cedar Street, New York
No. 4 - August 24, 1936

Summary of Activities
FORMATION OF COUNCIL - For many years bankers, credit men, public
accountants and business executives have experienced great incon
venience and business in general has been handicapped by the con
fusion and inefficiency resulting from widespread use of the calen
dar year as a fiscal year.
Attention has been given sporadically to
the relief which would be afforded by more general use of the natu
ral business year, but no systematic effort to encourage its adop
tion was undertaken until November, 1935.

In that month the Natural Business Year Council was formed
as a result of a meeting in New York of representatives of the fol
lowing organizations:
Robert Morris Associates, National Associa
tion of Credit Men, New York Credit Men's Association, Dun and Brad
street, American Management Association, National Association of
Cost Accountants, American Trade Association Executives and the
American Institute of Accountants*

One or more members of each of these organizations became
members of the Council.
Harry Meixell, at that time president of
Trade Association Executives in New York City, was chosen secretary,
and plans were made for an intensive campaign of education and per
suasion intended to bring about more widespread use of the natural
business year.
INITIAL STEPS OF THE CAMPAIGN - The Council soon issued a fourpage basic statement of the principles of the natural business year
and the objectives of the campaign*
An article on the subject by
Alexander Wall, secretary of the Robert Morris Associates, appeared
in Domestic Commerce, publication of the United States Depart
ment of
Commerce, and the Council obtained reprints of this article*
It
received from the American Institute of Accountants copies of a chart
for use in determining the natural business year of a business enter
prise.
It also received from the Institute copies of a list of
natural fiscal closing dates prepared by the bureau of business re
search, University of Illinois*
This literature was given wide dis
tribution through the organizations having members acting on the
Council and others which have co-operated.

To bring nation-wide attention to the subject of the natural
business year, the formation of local natural business year councils in
important cities, or states was encouraged* Local organizations cor
responding to the national organizations serving on the national
Council formed such local councils in various parts of the country.

The national Council has held five meetings to consider
the progress made and means by which the purpose of the campaign could
best be carried out.
RESEARCH - Immediately after its organization the Council undertook a
study of the most advantageous closing dates for various types of in
dustry and as a result has published a tentative list of suggested
fiscal closing dates which has been given wide distribution.
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This tentative list was compiled from information derived from the
following sources:

Analysis of actual closing dates supplied by the Federal
Reserve Bank, New York
List of closing dates prepared by the American Institute of
Accountants in 1931
List of closing dates prepared by the University of Illinois
in 1926
Studies made by The American Accountant in 1928

A questionnaire submitted by the American Institute of Accoun
tants to its members early in 1936
Analysis of actual closing dates of companies listed in Moody’s
Industrials

Data supplied by the national credit office of Dun and Bradstreet

Statistics and opinions supplied by the Robert Morris Associates
Correspondence with representative companies

Correspondence with trade associations
Ths tentative list thus prepared was reviewed by industrial
division chiefs of the Bureau of Foreign and Domestic Commerce and
their findings differed from those of the Council on less than 7%
of the dates listed.
The Council is now submitting the tentative
dates selected to trade association executives for review and criti
cism.

PAMPHLETS DISTRIBUTED - The following tabulation shows the number of
pamphlets and other material distributed by the Council:
Basic Statement
Chart for determining a
natural business year
List of Closing Dates
University of Illinois
N. B. Y. Council
News Letters (1, 2 & 3)
Domestic Commerce reprint

74,700

Total

89,375

2,500
650
4,400
625
6,500

MAGAZINE ARTICLES - The organizations co-operating in the work of
the Council have been generous in giving space in their periodicals
to articles on the subject of the natural business year and much
material has appeared in other publications.
Following is a list of
the more important articles which have appeared since the beginning
of the campaign:
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Bulletin of the American Institute of Accountants, November,
December, 1935, January, February, March, April, June,
July, August, 1936 - Articles
Bulletin of the National Association of Cost Accountants,
February 15, 1936 - "What is Your Natural Business Year?"
Connecticut Industry, January, 1936 - "Accounting Hints for
Management - The natural business year*"

Credit Executive,
by A. S. Fedde

June,. 1936 - "The Natural Business Year,"

Credit Executive, August, 1936 * "The Calendar Year Not the
Economic Year," by Charles B. Couchman (excerpts from address
at N»A.C.M. annual meeting, Richmond, June 12, 1936)
Credit and Financial Management, February,1936 - "Made to
Measure," an editorial by Henry Heimann

Credit and Financial Management, April, 1936 - "Is December
31 a Natural?" by Alexander Wall

Forbes Magazine, March 1, 1936 - "What’s New in Business,
January Jam or way out?"

Domestic Commerce, June 20, 1936 - "Tentative List of Suggested
Fiscal Closing Dates," by the Natural Business Year Council,
also excerpt from address of Charles B. Couchman at N.A.C.M.
annual meeting, Richmond, June 12, 1936
Journal of Accountancy, January, 1936 - "Desirability of a
Natural Business Year - Efforts to induce reform," editorial
Modern Finance, July 1, 1936 - "Natural Business Years," by
Charles B. Couchman, from address at N.A.C.M. annual meeting,
Richmond, June 12, 1936
St. Louis Chamber of Commerce News, December 18, 1935 - "Ad
vantages of the Natural Business Year," by Lee J. Muren

The Controller, July, 1936 - "Plan Renewed for Wider Use of
Natural Business Years."
The Tax Magazine, July, 1936 - "Change of Accounting Period."

ADDRESSES - Approximately 96 addresses on the natural business
year have been made by members of the Council and others active in
the campaign.
Harry Meixell, secretary of the Council, spoke on
the subject at meetings of the New Jersey and Michigan Societies
of Certified Public Accountants and at a conference on the subject
sponsored by the New York State Society.
Charles B. Couchman, mem
ber of the Council, spoke at a meeting of the New York chapter of
the National Association of Cost Accountants and at the annual
meetings of the National Association of Credit Men and the Virginia
Society of Public Accountants. John L. Carey, secretary of the
American Institute of Accountants, discussed the natural business
year in talks at meetings of certified public accountants in fif
teen cities. Many addresses were made at meetings of commercial or^^^^^^^^^roughout the country, some of which were arranged by
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the Councils
The natural business year was discussed as a part of
the program at regular meetings of some 25 state societies of certified
public accountants.
It was discussed also at about 14 meetings of
the National Association of Cost Accountants.
Other addresses were
made at meetings of credit men, bankers, trade associations and
schools of commerce*
NEWSPAPER PUBLICITY - It is extremely difficult to estimate the number
of articles on the Natural Business Year which have appeared in the
public press.
The American Institute of Accountants has received
through its press clipping bureau some 250 clippings, but this can
be taken only as an index to the number of articles which actually
appeared inasmuch as
there is reason to believe that somewhat less
than 50% of articles which appear are received through this channel*
It would seem to be fair to estimate the number of articles actually
appearing at more than 500*

COMMUNICATIONS TO TRADE ASSOCIATIONS - In its efforts to reach trade
association executives the Council has made use of a selected list
of 2,500 such associations prepared by the United States Department
Of Commerce, and each of the organizations there listed has received
several communications from the Council asking their assistance in
determining fiscal closing dates for the industry it represents* Many
of these have co-operated to the extent of giving the information
requested and circulating literature supplied by the Council* As
mentioned earlier in this News Letter, the Council is now endeavoring
to obtain from the appropriate trade associations criticism of each
of the dates included in its tentative list of selected fiscal closing
dates*

CO-OPERATION OF NATIONAL ORGANIZATIONS - In addition to groups actu
ally represented on the Council the following national organizations
have given the Council substantial aid in its work:
Controllers Institute of America
Corporation Trust Company
New York Stock Exchange
Prentice-Hall
Weil, McKey, Pearson & Co*

The Corporation Trust Company which handles the details of
incorporation of many new companies has undertaken to suggest to the
incorporators who come to them for assistance that it would be well to
consider whether a date other than the close of the calendar year
might be advantageous as a fiscal closing*
This organization has
caused its subsidiary, the Commerce Clearing House, to publish in its
"Federal Tax Service" a statement of the advantages of adopting a
natural business year for Federal tax purposes*
Prentice-Hall, also,
has agreed to call attention to the natural business year in its pub
lications.
The Ronald Press has agreed to suggest to writers on the
subject of accounting, business administration or corporate procedure,
that they include material relating to the natural business year.
They have particularly undertaken to check sample articles of incor
poration, oy-laws or other documents included in manuscripts to eli
minate from them any statement which might lead to the adoption of a
calendar year when another would be more advantageous.
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CO-OPERATION OF GOVERNMENT DEPARTMENTS - Several agencies of the
United States government have given the Council invaluable assis
tance.
Treasury Department - The Bureau of Internal Revenue has provided
the Council with statistics relating to actual changes of accounting
periods approved by the Commissioner of Internal Revenue during the
twelve-month period which ended on May 31, 1936.
It has also under
taken to provide monthly statements keeping this information cur
rent. This should make it easier for the Council to measure its
progress in terms of companies actually adopting closing dates
other than the end of the calenlar year.

Securities and Exchange Commission - Representatives of the Securi
ties and 'Exchange Commission have expressed interest in the move
ment in the belief that financial statements as of the close of
natural business years are more accurate and more helpful to inven
tories.
Department of Commerce - The Department of Commerce has beeh of
very substantial assistance in two ways.
Through the publication
of the Bureau of Foreign and Domestic Commerce entitled hDomestid
Commerce", it has called the attention of thousands Of busihess
meh to the activities of the Natural Business Year Council*
The
bureau*s industrial division chiefs reviewed the tentative list of
suggested fiscal closing dates and checked the dates listed against
statistics in its own files.
The conclusions which they reached
differed from those of the Council on less than 7%, and it is
most advantageous to cite this fact in presenting the list to
trade associations and business men generally.

STATE ACTIVITIES - The Council has persistently urged that accoun
tants, bankers, credit men and others unite in each state to carry
on a local campaign in behalf of the natural business year. As a
result constructive activities have been undertaken in 31 states
Including the District of Columbia. Local conditions in some
states have made it inadvisable or unnecessary to carry out a for
mal program.
In every state, however, individuals have co-operated
with the Council, principally in the distribution of circulars
among commercial organizations and to their clients or customers.

Especially has it been urged that local councils be
formed in the fifteen or eighteen key industrial centers of the
country. While interested groups have been encouraged not to de
lay their efforts pending formal organization, the success of the
several local councils which have been formed has apparently jus
tified the emphasis which has been placed on this plan.

NATURAL BUSINESS YEAR COUNCIL

Presidents of State, Societies of Certified, Public Accountants
~TCorrected as of July 15 Y 1936)
State

President

Ala*
Ariz.
Ark.
Calif.
Col.
Conn.
Del.
Di C.
Fla.
Ga.
Idaho
Ill.
Ind.
Iowa
Kansas

Ky»

James 0. Screven
Claud F. Harmon
G. Russell Brown
Anson Herrick
Arthur L. Baldwin
J. William Hope
Clifford E. Iszard
Harold S. Roberts
R. Warner Ring
George C. Baird
James Munro
William F. G. Ross
J. B. Baerncopf
J. E. Bemis
Harley W. Gifford
Robert Miller

La.
Maine
Md.
Mass.
Mich.
Minn.
Miss.
Mo.
Mont.
Neb.
N. H.
N. J.
N. M.
N. Y.
No.Car.
No. Dak.
Ohio

August a. Wegmann
R. M. Millett
Edward G. Shipley
Earle M. French
Edward J. Barr
Earl A. Waldo
T. E. Lott
P. J. Barnes
Hugh D. Gaiusha
Ellsworth L. Fulk
J. Ben Hart
Julius E. Flink
J. Bryan Stephenson
James F. Hughes
Leslie A. Heath
Arthur Blegen
Hermann C. Miller

Okla.
Oregon
Pa.
R. I.
So.Car.
So*Dak.
Tenn-.
Texas
Utah
Vt.
Va.
Wash^
W. Va*
Wis.
Wy.

William L. Clark
J. 0. Goldrainer
J. Cyril McGarrigle
Francis 3. ‘Welch
J. W. Hunt
H. H. Hobbs
Roscoe C, Clark
F. G. Rodgers
Alan Grant Mann
C. S. Springer
Alfred N. Hilton
Neil Sexton
H. S. Hutzell
Carl E. Dietze
W. B. Haselmire

Address

Oitjr

Webb-Crawford Bldg*
Birmingham
Prescott
3 Bashford Block
Little Rock
1110 Boyle Building
403 Merchants Exchange Bldge San Francisco
Denver
Fontius Building
Bridgeport
686 Main Street
DuPont Building
Wilmington
Washington
Woodward Building
Miami
1007 Biscayne Bank Bldg*
217 S. Finance Bldg,
Augusta
Boise
First National Bank Bldg*
Chicago
Rm.3400. 1 N. LaSalle St.
528 Chamber of Commerce Bldg*Indianapolis
Des Moines
325 Grand Avenue
64* New England Bldg*
Topeka
c/o Humphrey,Robinson & Co*
Louisville
Columbia Building
New Orleans
American Bank Bldg*
Portland
1010 Fidelity Bldg
Baltimore
1201 Garrett Bldg.
100 Summer St.
Boston
Detroit
2912 Book Tower
Minneapolis
1700 Rand Tower
30 Columbus Natl. Bank Bldg, Columbus
Kansas City
Insurance Exchange Bldg.
Box 1699
Helena
Lincoln
12S3 Sharp Bldg.
Manchester
812 Amoskeag Bank Bldg.
1180 Raymond Blvd.
Newark
Albuquerque
816 First Natl. Bnk* Bldg*
30 Broad Street
New York
Johnston Bldg.
Charlotte
Fargo
Black Building
College of Commerce
Columbus
Ohio State University
Natl, Bank of Tulsa Bldg.
Tulsa
Portland
516 Pittock Block
Packard Bldg,
Philadelphia
2109 Industrial Trust Bldg. Providence
Carolina Bank Bldg.
Columbia
Box 409
Yankton
875 Shrine Building
Memphis
San Antonio
Alamo National Bank Bldg.
922 Kearns Building
Salt Lake City
Brattleboro
13 Oak Street
119 W. Tazewell Street
Norfolk
Seattle
631 Fourth & Pike Bldg.*
Wheeling Bank & Trust Bldg.
Wheeling
213 West Wisconsin Ave.,
Milwaukee
Casper.
Consolidated Royalty Bldg.

Amrrmtn 3n5fttutr nfArrnuntante
INCORPORATED UNDER THE LAWS OF THE DISTRICT OFCOLUMDIA

135 Cedar Street
New York, N.Y.
June 26, 1936
Rb: NATURAL BUSINESS YEAR

Dear Sir:
You may be interested in the following excerpts from re
cent letters from Milton E. Carter, Assistant to the Commissioner
of Internal Revenue:

’’The Bureau is deeply appreciative of the co-opera
tion which it receives from the members of your pro
fession, and will be. pleased. to make available to
you the information requested with respect to changes
which have occurred during the period from June 1,
1935 to May 31, 1936.
It is believed that this in
formation will clearly reflect whatever trend there
may have been towards increased adoption of the
natural business year during .the past twelve months^*

”In compliance with your request ther.. is submitted here
with a statement which has been prepared under the super
vision of Mr. L. K. Sunderlin,. Chief, Rules and .Regula
tions Section, Income Tax Unit, showing the number of
accounting period changes which have been approved by
the Bureau from June 1, 1935, to May 31, 1936....^.^.

”It is regretted that the Bureau has no data available
from which an analysis of the accompanying figures
could be made as to the various business classifications
of the persons who have changed from the calendar year
to the fiscal year oasis and vice versa.”

The statistics submitted are enclosed.
We believe this matter of considerable interest, not only
because it shows numerous changes from calendar years to fiscal years
in the past twelve months, but also because it indicates a merst co
operative attitude on the part of the Bureau of Internal Revenue and
disposes of the fear, which some business men have had, that the
Treasury Department might opnose changes from calendar to fiscal years.
Yours truly,

JOHN L. GARbY,
Secretary

Antmrmt 3ht&tttute nfArrnuniants
INCORPORATED UNDER THE LAWS OF THE DISTRICT OF COLUMBIA

135 Cedar Street
New York, N .Y.
June 26, 1936
RE; NATURAL BUSINESS YEAR

Dear Sir

Enclosed is an abstract of an address on
’’The Natural Business Year’1 made by Charles B. Couch
man, of New York, at Richmond on June 12th at the an
nual convention of the National Association of Credit
Men. Mr. Couchman is a member of the Natural Business
Year Council and is chairman of the American Institute
of Accountants’ special committee on natural business
year.
It is believed that Mr. Couchman’s remarks
will be of interest to all who are participating in
the work of the Natural Business Year Council and
particularly to those who from time to time are called
upon to speak or write on this subject.

Yours truly,
JOHN L. CAREY,
Secretary

CS-EHS

Accousting Period Changes - June 1, 1935 to May 31, 1936
Calender Year to Fiscal Year and Fiscal Year to Fiscal Year
Fiscal Year Selected

6/3o" 7/31 8/31 9/30 10/31 11/30 1/31 2/28 3/31 4/30 5/31 Fiscal to

34
87

51

3

129

29

13

148

24

20

108

29

7

100

19

7

93

34

57

652

89

231

2,229

551

Totals

82

65

15

41

211 194

7
19

3,011

42

1935 1936 1936 1936 1936 1936 Calendar

Class of

9C

88
5

1935

Individual
354
9

1935 1935

1935

Corporation
47

IS 35

Taxpayer

Partnership
Grand Total
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NATURAL BUSINESS YEAR COUNCIL
135 Cedar Street, New York

No. 3 - May 22, 1936

At the annual meeting of the International Harvester
Company held on May 14th the adoption of a new fiscal year end
ing October 31st was announced.
The company had previously
used the calendar year as its fiscal year.
The reasons advanced
for the change were that the company’s operations in various
parts of the world are conducted on the bases of different fis
cal years determined by the nature of their operations and that
the year ending October 31st was most suitable under the circum
stances for the parent company and its many subsidiaries., (Deere
and Company, also in the farm equipment industry, has operated
on a fiscal year ending October 31st since 1912 and tells the
council that this date has proved entirely satisfactory.)

The council has been informed that, at the request
of Roland H. Zinn, vice-president of the United States Leather
Company, the natural business year will be placed on the program
for discussion at the next general meeting of the Tanner’s Coun
cil of America, which will be held in October.
The year end
ing October 31st is used for fiscal purposes by the United
States Leather Company and also by the Fred Rueping Leather Com
pany and several others in that field.

The subject of the natural business year has recently
gained the interest of influential members of the motion pic
ture industry,
Warner Bros. Pictures, Inc., writes the council
that the motion picture season runs from September 1st of each
year to August 31st of the following year, and adds the follow
ing:
’’Inasmuch as our experience has shown that approximately
75% of the revenue from a picture is earned within the first
Six months, there is a distinct advantage in having the fiscal
year end on August 31st^ as the operating results may then be
attributed to the product released during that particular sea
son.’’ It is understood that the Motion Picture Producers and
Distributors of America, Inc., has the subject of the natural
business year before it for consideration.

Charles B. Couchman, member of the Natural Business
Year Council and chairman of the natural business year committee
of the American Institute of Accountants, is scheduled to address
the annual meeting of the National Association of Credit Men at
Richmond, June 8th to 12th. Mr. Couchman wi11 explain the ob
jectives of the council and indicate how credit men can co
operate in its work.
The subject of the natural business year
has been put on the agenda for discussion at 38 group meetings,
representing 480 groups interested in various commodity lines.
Conies of the council’’s basic statement and of the reprint of the
article on the natural business year published by the Bureau of
Foreign and Domestic Commerce will be distributed^

The council has prepared the enclosed tentative list
of natural-business-year closing dates for more than 200 bran
ches of industry.
This is now being checked by statisticians pf
the United states Department of Commerce and may be circulated
elsewhere with invitations for criticism,
After whatever correc
tion seems necessary, a final list may be published.

Now that the rush season during the early months of
each year caused by widespread use of the calendar year for fis
cal purposes has subsided, bankers, credit men, accountants and
others active in the natural business year movement are again or
ganizing their forces for aggressive action. The organization
of groups in the major cities of the country to direct local ef
forts is being renewed.

The Ronald Press Company has agreed to include in its
publications dealing with corporate practice statements of the
advantages of natural fiscal years.

The Corporation Trust Company has expressed willing
ness to draw the attention of incorporators of new companies to
the possible advantages of selecting a fiscal year other than the
calendar year.

The national board of directors of the National Asso
ciation of Cost Accountants, meeting on April 23rd, adopted a
resolution endorsing the principle of the natural business year
and suggesting the subject for discussion at the annual meeting
of the organization to be held at Cincinnati on June 24th.

Literature on the natural business year, suppled by
the Council, was distributed at a recent meeting of the United
Typothetae of America, held at Cincinnati.
Lvidence of the in
terest of printers in the subject is an article in the Minnea
polis Typothetae Letter, which described at length the advan
tages of adopting the proper fiscal period.

Provision for change of fiscal year by companies regis
tered with the securities and exchange commission has been made
by the commission in the form of a new rule known as KA-5. Under
this rule, when the period between the old and the new fiscal
years is less than three months, no special report to the commis
sion for the interim period is required.
When the period, how
ever, is three months or more, there is required a report for
the interim period which would be substantially the same in form
as an annual report.
If the interim is less than six months,
the financial statements in th? special report need not be certi
fied by independent public accountants, provided the company un
dertakes to file certified statements for the interim with the
next annual report.
Copies of rule KA-5 can be obtained from
the securities and exchange commission, Washington, D. C.
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Efforts have jeer made by the N. B. Y» Council
to interest executives of federal departments at Washington,
among them the Department of Commerce and the Bureau of
Internal Revenue.
Alexander Wall, secretary of the Robert
Morris Associates and member of the N. B. Y. -Council, and
John L. Carey, secretary of the American Institute of Ac
countants, recently discussed the natural business year
with members of these departments at Washington. -

The Bureau of Foreign and Domestic Commerce of
the United States Department of Commerce published in the
January 10th issue of its bulletin DOMESTIC COMMERCE an
article on the natural business year under the name of Mr. .
Wall.
This was based partly on studies of the natural busi
ness year made by the Bureau of Business Research of the
University of Illinois and by the American Institute of Ac
countants.
On the basis of this article and additional data
supplied by Nr. TJall, the Bureau of Foreign and Domestic
Commerce has prepared for distribution a memorandum treating
the subject at length.
The bureau has agreed to supply the
Natural Business Year Council with 25,000 bound reprints of
the article as published.
Requests for this reprint should
be addressed to the council.

The Underwear Institute with headquarters at New
York brought the subject of the natural business year and
the activities of tne N. B. Y. Council to the attention of
its members by publication of an article on the subject in
the January 15th issue of the INSTITUTE NEWS.•

The Industrial Council of Cloak, Suit and Skirt
Manufacturers also at New York, distributed copies of the
natural business year pamphlet to its members with a cover
ing letter recommending its careful consideration.
Tne executive secretary of the Cotton Thread In
stitute, another New York organization, wrote that he is in
sympathy with the objectives of the Council and requested
100 copies of the natural business year pamphlet for members
of the Institute.

The National Upholstery and Drapery Textile Asso—
ciation and the National Federation of Textiles also have
expressed interest in the movement and requested copies for
their members,
The Council has been in correspondence with a num
ber of members of the textile industry who have requested
information regarding the natural business year.

The daily and periodical press have published many
articles treating the subject of the natural business year
and reporting the activities of various groups participating
in the present campaign.

The leading editorial of the February issue of
the magazine CREDIT AND FINANCIaL MANAGEMENT, publication
of the National Association of Credit Men, was devoted to
the natural business year with particular reference to its
advantages to credit executives.
This was signed by Henry
H. Heimann, executive manager of the association.

The St. Louis Chamber of Commerce NEWS in its
issue of December 18, 1935, published an article on the
natural business year by Lee J. Muren, president of the
Missouri Society of Certified Public Accountants.
‘CREDIT EXECUTIVE, publication of the New York
Credit Ken’s Association, now publishes in each issue
several short items calling attention to the advantages
of a natural business year.

Sylvester L. weaver, president of the Pacific
Coast Asphalt Shingle and Roofing Institute writes con
cerning the Council’s pamphlet "The Natural Business Year
as the Proper Fiscal Period":

I find the information contained in the folder
to be of extreme interest and would appreciate It if you
would mail me ten copies for distribution to the members
of our industry.”

The president of a Chicago textile company
writes that his company has benefited greatly from adoption
of a natural business year.

Ue are a small retail concern," he says, ’’doing
around /106,00c. a year.
Our Christmas business and our
January white sale cover a large proportion of our annual
sales, so seven years ago we changed to a natural business
year, April 1st
tc March 31st.
'7e would not go back to the
old way.
Heartily endorse your campaign.”

Five hundred copies of the natural business year
pamphlet were distribute^ to the members of the Laundrycwners ’
Association of the Carolinas, Georgia and Florida in advance
of their annual convention held at Miami during January.
Dis
cussion of the natural business year was made a part of the
program at this convention.

The committee on natural business year of the
American Institute of Accountants has been able to be of as
sistance to a number of concerns seeking specific informa
tion regarding fiscal periods which would be natural to their
branches of industryt
The committee invites correspondence
of this kind.

C. T. Swan, secretary-manager of the Northern Hem
lock and Hardwood Manufacturers Association with headquar 
ters at Oshkosh, Wisconsin, has co-operated with the Council
in distributing 75 copies of the natural business year pam
phlet to lumber manufacturers of that region.

—0—
a shoe manufacturing concern has written the
Council cf its adoption of a natural business year closing
on October 31st.
This concern had formerly operated on a
calendar year basis*

The following resolution, suggested by the Natural
Business Year Council, has been adopted by the executive com
mittee of the American Institute of accountants:
"RESOLVED, That the executive committee of the
American Institute o'f Accountants hereby records its approval
cf the principle of the ’natural business year1; i.e., that
in the interest of efficiency and economy every business
concern should adopt as
its fiscal year the twelve-month
period ending at that date when inventories and receivables
are lowest and books and accounts ma^r be closed with greatest
convenience, marking completion cf-an annual cycle of opera
tions. "

A similar resolution was adopted by the beard of
directors of the National Association of Credit Mon at a
meeting in New Orleans during January*

Subsequently the New York Credit Men’s Association
has formally endorse;, the natural business year.
It is expected that endorsement by other organiza 
tions Will follow shortly.

A member of the N. 3. Y. Council has received a
letter from a distributor and manufacturer cf automobile
replacement parts reading in part as fellows:
■Inclosed find our statement as of September 30,
1935, which is the new fiscal year which we are now working
oil*
"De have changed this office from the regular
calendar year to this date, so that we could get a better
picture on our sales volume.
Starting our season as of
October 1st will give us a full year in winter merchandise
instead of breaking it up."

One of t.ie largest manufacturers of brooms and
brushes -writes the Council as follows:

'We heartily concur in your recommendations on
this subject and, influenced by and based upon similar con
clusions, our company some years ago changed its accounting
period from the calendar year to the fiscal year basis ending
June 30th„ -The fiscal year adopted by our company ending
June 30th, being thu most convenient and most closely re
flecting a complete cycle of operations in our business.
"rie feel sure it would be advantageous if the poli
cies you advocate with reference to the natural business year
were largely and generally adopted by the business world*"

The American Institute of Accountants has sent to
each of its members and associates a questionnaire requesting
information about the fiscal year practices cf individual
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concerns.
Information derived in this manner will be com
pared with that obtained from other sources and may serve
as a nucleus for a list of recommended natural closing
dates.

In the state of Pennsylvania, two sectional
natural business year councils have been formed.
One, the
Eastern Pennsylvania N. 3. Y. Council, has its headquarters
at Philadelphia.
The other, known as the Western Pennsyl
vania N. B. Y. Council, is most active in the Pittsburgh
area.

The New York State Society of Certified Public'
Accountants, in co-operation with the New York Natural
Business Year Council, has sent to each of its members a
questionnaire calling for daxa concerning the fiscal year
of his clients.
This information, wh^n combined with that
gathered by the national council, is expected to aid greatly
in the determination of the most logical closing dates of
particular industries*.

Additional evidence of the advantages which would
accrue to business men generally is found in a recent memo
randum issued by federal income tax collectors to the effect
that extensions for filing returns will be granted only in
case of the illness or unavoidable absence of the taxpayer
himself.
In several instances it was specifically stated
that inability to complete the accounting necessary for com
pilation of returns would not be accepted as grounds for ex
tension of the tine for filing returns.
In past years tax
collectors have taken cognizance of the difficulties faced
by corporations and their independent accountants in com
pleting returns between the close of the fiscal year and the
date when they fall due.
This difficulty would be consider
ably reduced were corporations more generally to adopt fis
cal years corresponding to the natural cycle of their acti
vities.

